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Dear  Colleagues: 

California’s  Medicaid  program  -  Medi-Cal  --  provides  health  care  coverage  to  more  than  5  million 
women,  children,  and  aged  or  disabled  people  in  this  State.  Between  1 980  and  1 992,  enrollment  in  Medi-Cal 
climbed  to  79  percent,  while  the  cost  of  the  program  tripled.  We  now  spend  almost  $1 4  billion  dollars  a  year 
for  Medi-Cal  services,  amidst  a  growing  recognition  that  these  services  are  not  provided  in  a  system  that 
makes  sense. 

The  care  our  patients  receive  is  fragmented,  patchwork  and  out-dated.  Instead  of  being  cared  for 
in  a  doctor’s  office  or  a  clinic,  our  patients  wind  up  waiting  hours  in  emergency  rooms  for  simple  problems 
like  a  child’s  ear  infection.  Thousands  of  Medi-Cal  beneficiaries  are  hospitalized  each  year  for  serious  health 
conditions  that  could  have  been  prevented  by  primary  care  --  an  ordinary  doctor  visit  by  preventive  tactics 
like  immunizations  and  early  detection  of  disease  through  pap  smears  and  mammograms. 

There  is  an  alternative  that  makes  sense:  organized  health  care.  More  than  600,000  Medi-Cal 
beneficiaries  are  already  in  managed  care  systems  providing  organized  health  care  in  California.  We  have 
almost  two  decades  of  experience  to  rely  upon  in  setting  this  new  course  for  the  larger  Medi-Cal  program, 
experience  which  shows  us  that  managed  care  makes  far  better  use  of  our  increasingly  scarce  public 
dollars. 


In  the  past  five  years,  the  total  enrollment  of  Medicaid  beneficiaries  into  managed  care  programs 
across  the  country  has  more  than  doubled.  Managed  care  is  also  emerging  as  a  cornerstone  of  the  national 
health  reform  discussions.  But  California  and  the  state  Medi-Cal  program  cannot  wait  for  national  health 
care  reform  to  begin  the  expansion  of  managed  care. 

This  has  been  recognized  by  Governor  Wilson  and  by  the  California  Legislature,  and  is  the  basis 
for  the  mandates  and  authorities  contained  in  Chapter  95,  Statutes  of  1991  (AB  336)  and  Chapter  722, 
Statutes  of  1992  (SB  485).  As  the  President  and  Congress  grapple  with  the  task  of  setting  a  national  health 
care  policy,  therefore,  California  has  already  begun  an  aggressive  mission  to  completely  overhaul  the  Medi- 
Cal  system. 

Because  the  State  is  in  such  a  severe  budget  crisis,  many  people  assume  that  we  are  speeding  up 
the  transition  to  managed  care  in  order  to  save  money.  But  the  purpose  of  our  accelerated  transition  -- 
designed  to  double  managed  care  enrollments  by  April  1995  and  to  take  nearly  half  of  all  Medi-Cal 
beneficiaries  into  managed  care  arrangements  by  the  year  1996  --  is  to  improve  quality  and  access.  In  the 
short  run,  we  will  not  save  money  and  we  have  not  attached  any  estimates  of  budget  year  savings  to  the 
expansion  of  managed  care  in  Medi-Cal. 

This  is  because  the  initial  savings  captured  in  reduced  emergency  room  visits  and  hospitalizations 
are  invested  up  front  by  the  managed  care  plans  in  prevention  and  primary  care.  In  the  long  run,  however, 
we  will  see  real  cost  containment  as  our  dollars  are  used  more  effectively  and  the  investment  in  prevention 
begins  to  pay  off. 

The  Plan  presented  here  describes  the  steps  for  continuing  and  expanding  Medi-Cal’s  transition  to 
managed  care;  makes  explicit  the  principles  influencing  the  transition;  describes  the  model  and  defines  the 
regions  in  which  it  will  be  used;  spells  out  program  requirements;  and  presents  a  timetable  for 
implementation.  It  addresses  the  concerns  and  suggestions  shared  with  us  in  testimony  at  the  public  forums 
held  in  January  1993  for  discussion  of  the  Draft  Strategic  Plan  -  600  pages  of  transcribed  testimony  -  and 
in  hundreds  of  letters  and  position  papers.  These  comments,  ideas,  and  requests  have  contributed 
substantially  to  our  revision  of  the  Plan. 
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As  discussed  in  the  Draft  Strategic  Plan,  much  of  our  own  concern  has  been  to  balance  two 
competing  demands  on  the  state  Medi-Cal  program:  to  act  as  prudent  purchasers,  constraining  costs  and 
achieving  the  best  value  in  services,  quality  and  access  for  our  limited  public  funds;  and  to  support  the 
continued  existence  of  a  ’safety  net'  for  the  care  of  the  medically  indigent,  with  protections  for  the 
continuation  of  existing  relationships  between  clinical  providers  and  the  patients  they  care  for. 

The  Draft  Strategic  Plan  sought  to  resolve  these  conflicting  demands  through  the  creation  of  locally- 
developed  health  care  plans  that  would  operate  side-by-side  with  mainstream  plans  servicing  Medi-Cal  and 
privately  insured  patients.  With  the  assistance  of  many  suggestions  and  comments,  that  approach  has  been 
further  refined  and,  we  believe,  now  provides  a  strong  basis  for  improving  the  efficiency  and  cost- 
effectiveness  of  health  care  delivery  for  Medi-Cal  patients  while  supporting  the  continued  existence  of  safety 
net  and  traditional  providers. 

The  managed  care  expansion  model  presented  here  will  allow  beneficiaries  in  each  of  the  13  regions 
designated  for  expansion  to  choose  between  a  locally-developed  comprehensive  managed  care  plan  (the 
local  initiative)  and  a  non-governmentally-operated  health  maintenance  organization  (the  mainstream  plan). 
Under  this  model,  local  stakeholders  (elected  and  governmental  officials,  providers,  and  community-based 
organizations)  have  significant  control  over  the  development  of  managed  care  in  their  communities. 

Further,  this  model  extends  participation  in  the  locally-developed  managed  care  plans  to  traditional 
and  safety  net  providers.  The  Plan  points  out  that  the  local  initiative  will  be  required  to  contract  with  all 
safety  net  providers  who  are  willing  to  do  so  according  to  specific  requirements  and  standards,  provides 
extensive  training  and  technical  assistance,  and  maintains  federal  disproportionate  share  funding  for  the 
safety  net  in  each  county.  The  Plan  also  provides  incentives  for  mainstream  plans  which  incorporate  safety 
net  providers  in  their  networks. 

In  incorporating  the  safety  net  providers  in  each  region  into  the  local  planning  and  delivery  system 
for  managed  care,  we  also  hope  to  stimulate  local  planning  for  the  eventual  integration  of  all  publicly- 
financed  care.  Because  the  eligibility  status  of  Medi-Cal  beneficiaries  fluctuates  frequently  -  and  most  often 
between  Medi-Cal  and  medical  indigency  -  a  number  of  counties  are  exploring  the  potential  for  using  the 
locally-developed  Medi-Cal  managed  care  plan  to  provide  some  or  all  services  for  indigent  populations.  The 
Department  will  be  interested  in  county  efforts  which  achieve  this  objective  over  time. 

One  of  the  principal  benefits  of  managed  care  is  the  improved  access  it  promises  Medi-Cal 
beneficiaries.  The  recent  U.  S.  General  Accounting  Office  (GAO)  report,  "Medicaid:  States  Turn  to  Managed 
Care  to  Improve  Access  and  Control  Costs",  found  better  access  to  routine  and  preventive  care,  a  reduction 
in  inappropriate  emergency  room  visits  and  improved  beneficiary  satisfaction  in  Medicaid  managed  care. 

This  Plan  specifies  that  our  current  requirements  -  more  rigorous  than  those  proposed  by  any 
national  or  state  organization  -  will  also  pertain  to  future  plans  and  subcontractors.  We  are  also  adding 
some  requirements,  such  as  the  "Cultural  Index  of  Accessibility  to  Care",  which  will  apply  to  contractors  with 
a  significant  proportion  of  persons  with  limited  English  language  capability  in  their  membership.  We  adopted 
this  Index  from  proposals  made  in  response  to  the  Draft  Strategic  Plan  by  a  number  of  groups  such  as  the 
Latino  Coalition  for  a  Healthy  California,  the  California  Urban  Indian  Health  Council,  the  California  Pan-Ethnic 
Health  Network,  and  Asian  Health  Services.  In  addition,  the  enclosed  Plan  spells  out  extensive  access 
requirements  which  we  will  impose  in  addition  to  those  pertaining  to  culture  and  language. 
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Just  as  improved  access  to  mainstream  care  is  a  central  feature  of  managed  care,  we  find  that 
managed  care  supports  a  significant  improvement  in  quality  assurance  activities  and  in  our  own  ability  to 
monitor  the  quality  of  care.  The  Department  will  continue  to  require  that  Medi-Cal  managed  care  contracto.  s 
meet  existing  (Knox-Keene  Act)  quality  of  care  and  quality  assurance  requirements  and  intends  to  formally 
extend  this  requirement  to  include  PCCMs. 

It  is  important  to  note  in  this  discussion  that,  for  the  most  part,  these  measures  to  ensure  quality 
and  access  are  not  new  requirements.  As  new  or  improved  methods  for  quality  assurance  come  to  our 
attention,  though,  we  will  explore  them  with  interest.  For  example,  as  the  Plan  details,  we  are  currently 
investigating  the  use  of  health  outcomes  to  improve  the  evaluation  of  quality  of  care.  We  will  follow  and 
participate  in  national  efforts  along  these  lines  --  such  as  the  plan  performance  "report  card”  which  a 
coalition  of  managed  care  plans,  businesses,  and  consumers  recently  proposed  to  President  Clinton  -  and 
will  seek  to  adopt  such  measures  in  concert  with  other  purchasers  of  care  and  the  broader  managed  care 
community. 

Managed  care  promotes  and  relies  upon  the  extensive  use  of  primary  care  providers.  Our  own 
Department’s  Primary  Care  and  Family  Health  Division  study  of  primary  care  needs  in  California  identified 
a  large  number  of  underserved  communities  and  underscored  the  critical  need  for  the  training  of  greater 
numbers  of  primary  care  physicians,  nurse  practitioners,  physician  assistants,  and  other  providers  to  meet 
this  need.  Managed  care  aligns  the  incentives  and  opportunities  for  clinical  providers  with  the  long-term 
growth  of  primary  care,  but  will  need  active  support  and  technical  assistance  in  the  development  of  primary 
care  capacity  in  our  most  underserved  communities. 

Comprehensive  primary  care  services  can  be  delivered  in  a  variety  of  settings,  including  community 
health  clinics,  county  health  departments  and  community-oriented  private  practice.  Particularly  in 
communities  where  access  is  limited  for  social,  economic,  linguistic,  cultural  or  geographic  reasons,  the 
Department  will  work  aggressively  to  encourage  and  support  the  development  of  new  capacity.  In  the 
December  1992  letter  with  which  I  transmitted  to  the  Legislature  "Delivering  the  Future:  Recommendations 
from  the  AB  99  Steering  Committee  Regarding  Health  Care  for  Women,  Children,  and  Adolescents  in 
California",  I  detailed  the  efforts  which  we  planned  to  undertake  together  with  the  Office  of  Statewide  Health 
Planning  and  Development  (OSHPD),  the  Department  of  Consumer  Affairs  (DCA),  the  health  professions’ 
licensing  boards,  and  the  University  of  California  system  in  this  regard. 

In  November  of  1992,  the  Department  imposed  a  moratorium  on  new  managed  care  contracts  to 
allow  time  for  the  development  of  a  plan  for  the  expansion  of  managed  care  in  Medi-Cal,  and  for  public 
review  and  comment  and  further  revision  of  the  plan.  Now,  the  priorities  for  enrollment  described  in  the 
enclosed  Plan  will  replace  the  existing  moratorium.  Within  certain  regional  limits,  existing  PHPs  and  new 
CAHMO  PHPs  will  be  allowed  to  continue  to  enroll  toward  their  contracted  capacity  in  a  manner  which  will 
not  destabilize  the  safety  net  in  that  region.  PCCMs  will  be  allowed  to  enroll  at  a  rate  equivalent  to  the  rate 
of  growth  in  eligible  beneficiary  categories  in  their  region,  if  PHP  growth  is  not  projected  to  reach  the 
regional  limit  for  mainstream  plans.  In  the  expansion  regions,  new  contracts  other  than  those  authorized 
in  the  CAHMO  agreement  will  not  be  executed  pending  local  decisions  regarding  the  development  of  local 
managed  care  initiatives  as  described  in  the  Plan;  pipeline  PCCM  contracts  will  be  evaluated  on  a  case-by- 
case  basis. 

I  would  like  to  thank  again  the  many  persons  and  organizations  throughout  the  State  for  their 
concern  and  assistance  in  this  undertaking,  for  working  with  us  to  create  improvements  in  the  Draft  Strategic 
Plan,  for  their  commitment  to  the  improvement  of  health  services  for  the  Medi-Cal  beneficiaries.  I  look 
forward  to  working  with  them  on  the  implementation  of  this  Plan. 
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Your  continued  assistance  and  active  participation  in  this  process  are  important,  because  we  can 
no  longer  just  tinker  with  parts  of  our  system.  We  need  real  -  structural  --  reform  that  is  locally-based  and 
gives  the  doctors,  clinics,  hospitals  and  other  providers  who  have  cared  for  Medi-Cal  patients  over  the  years 
an  opportunity  to  participate  -  and  to  bring  their  patients  with  them. 

In  this  reform,  we  will  also  build  on  the  expertise  and  proven  quality  of  California’s  HMOs,  extending 
their  know-how  and  emphasis  on  prevention  to  Medi-Cal  beneficiaries  and  to  partnerships  with  locally- 
organized  plans.  We  have  an  opportunity  to  provide  a  better  system  of  care  for  California’s  most  vulnerable 
populations.  Managed  care  -  putting  our  dollars  to  work  in  prevention  and  in  the  early  detection  and 
treatment  of  disease  --  is  part  of  this  urgently  needed  reform. 


Sincerely, 


Molly  Joel  Coye,  M.D.,  M.P.H 
Director 
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EXECUTIVE  SUMMARY 


Over  the  past  several  years,  the  State  of  California  has  steadily  increased  its  commitment  to  the 
large-scale  expansion  of  managed  care  within  the  Medi-Cal  Program  in  order  to  improve  beneficiaries’ 
access  to  quality  preventive  and  primary  health  care  services  in  a  cost-effective  manner.  That  commitment 
is  reflected  in  recently  enacted  legislation-Chapter  95,  Statutes  of  1991  (AB  336)  and  Chapter  722,  Statutes 
of  1992  (SB  485)-which  requires  the  Medi-Cal  Program  to  place  an  "...emphasis  on  efforts  to  arrange  and 
encourage  access  to  health  care  through  enrollment  in  organized,  managed  care  plans  of  the  type  available 
to  the  general  public,"  and  which  authorizes  the  Department  of  Health  Services  to  accelerate  the  transition 
of  Medi-Cal  beneficiaries  into  managed  care  plans. 

What  is  Managed  Care? 

Managed  care,  broadly  stated,  is  a  planned,  comprehensive  approach  to  the  provision  of  health  care 
that  combines  clinical  services  and  administrative  procedures  within  an  integrated,  coordinated  system  that 
is  carefully  constructed  to  provide  timely  access  to  primary  care  and  other  necessary  services  in  a  cost- 
effective  manner.  Managed  care’s  emphasis  on  access  to  primary  care  is  intended  to  increase  utilization 
of  clinical  preventive  services  and  thus  reduce  the  unnecessary  use  of  emergency  rooms  for  ambulatory 
care  and  to  eliminate  preventable  hospitalizations.  In  addition,  quality  of  care  can  better  be  assured  in 
managed  care  systems  than  in  fee-for-service  (FFS).  Unlike  FFS,  providers  operating  in  a  managed  care 
environment  are  formally  and  systematically  linked  in  a  manner  that  allows  quality  of  care  to  be  rationally 
assessed  and  accountability  for  care  to  be  established  and  monitored. 

Finally,  managed  care  presents  a  cost  containment  strategy  that  allows  a  prudent  purchaser  of 
services  to  obtain  maximum  benefit  for  its  expenditures.  Specifically,  research  indicates  that  managed  care 
systems  can  moderate  the  rate  of  cost  increases  when  compared  to  FFS  arrangements,  and  that  improved 
member  health  status  may  lead  to  modest  long  term  savings.  Even  modest  savings  can  be  significant  when 
applied  across  a  population  as  large  as  that  enrolled  in  California’s  Medi-Cal  Program. 

Over  600,000  Medi-Cal  beneficiaries  in  20  counties  already  are  covered  by  Medi-Cal  managed  care 
arrangements.  The  Department  believes  that  the  approach  described  in  this  plan  to  increase  and  expand 
these  numbers  is  compatible  with  the  general  direction  of  national  health  care  reform  proposals,  most  of 
which  include  using  organized  delivery  systems,  providing  capitated  payments,  emphasizing  primary  and 
preventive  care,  and  encouraging  providers  to  pool  their  resources. 

The  Department’s  Plans  for  Expansion:  The  Two-Plan  Model 

In  each  of  the  regions  designated  for  expansion,  the  Department  will  contract  with  two  only  two 
managed  care  plans.  One  plan  will  be  a  locally-developed  comprehensive  managed  care  system,  referred 
to  as  the  local  initiative,  and  one  plan  will  be  a  non-governmentally-operated  Health  Maintenance 
Organization  (HMO),  referred  to  as  the  mainstream  option.  The  Department  has  developed  this  approach 
in  order  to: 

o  Ensure  that  there  are  a  sufficient  number  of  plans  operating  in  a  region  to  allow  the  Department, 
in  its  role  as  the  prudent  purchaser  of  Medi-Cal  services,  to  obtain  adherence  to  reasonable 
reimbursement  rates. 

o  Leverage  adherence  to  quality  and  access  standards,  which  can  best  be  achieved  when 
beneficiaries  have  a  choice  of  plans. 

o  Ensure  that  beneficiaries  are  able  to  choose  to  enroll  in  a  health  plan  that  also  provides 
care  to  privately  insured  individuals,  consistent  with  the  Legislative  intent  expressed  in 
Section  14000  of  the  Welfare  and  Institutions  Code. 
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o  Assure  that  each  plan  can  achieve  an  enrollment  level  that  is  sufficient  to  spread  risk. 

o  Allow  the  Department  to  focus  its  staff  resources  to  maximize  its  ability  to  monitor  for 

quality  and  access. 

Each  of  the  two  plans  operating  in  a  region  will  be  required  to  cover  beneficiaries  that  are  AFDC- 
linked  with  no  share  of  cost,  as  well  as  medically  indigent  children.  (SSI/SSP  beneficiaries,  including  the 
aged,  blind  and  disabled,  can  enroll  in  these  plans  at  their  option.)  These  beneficiaries  will  be  given  a 
choice  between  these  two  managed  care  plans.  Each  of  these  plans  must  offer  beneficiaries  the  opportunity 
to  choose  among  the  primary  care  providers  in  the  plan’s  network  and  to  change  primary  care  providers 
if  the  beneficiaries  are  dissatisfied.  FFS  will  be  eliminated  as  an  option  for  these  beneficiaries  once  both 
plans  are  operational  in  a  region. 

As  a  condition  of  contracting  with  the  State  for  the  provision  of  Medi-Cal  services,  both  the  local 
initiative  and  the  mainstream  plan  will  be  held  to  a  uniform  set  of  requirements  for  access,  quality  of  care, 
and  reimbursement. 

Local  Initiative.  The  County  Board  of  Supervisors  will  be  given  the  first  opportunity  to  initiate  the 
development  of  a  local  initiative.  Specifically,  Boards  of  Supervisors  will  have  until  July  1,  1993  to  advise 
the  Department  of  their  interest.  Once  such  notice  is  given,  the  county  will  be  responsible  for  creating  a 
local  initiative,  over  the  next  two  years.  If  the  Board  of  Supervisors  is  not  interested,  the  Department  will 
entertain  proposals  from  other  parties  in  the  region.  Specifically,  other  local  stakeholders  will  have  an 
additional  two  months  (until  September  1,  1993)  to  develop  and  submit  a  proposal  for  a  local  initiative  that 
includes  assurances  that  the  local  initiative  will  meet  the  requirements  of  state  and  federal  law  and  the 
criteria  described  in  this  Plan.  The  local  initiative  may  take  any  of  the  following  forms: 

o  A  health  care  consortium,  in  which  local  stakeholders  share  governance  of  an  organization 
that  is  responsible  for  administering  Medi-Cal  managed  care; 

o  A  County  Organized  Health  System  (COHS)  "Look-A-Like,"  in  which  the  County  Board  of 
Supervisors  establishes  an  entity  for  purposes  of  administering  the  local  initiative  as  one  of 
two  full-risk  plans  in  a  region. 

o  Any  alternative  system  developed  by  local  stakeholders  that  meets  the  requirements  of  state 
and  federal  law,  and  the  criteria  described  in  this  Plan. 

The  Department  encourages  all  stakeholders  to  participate  in  a  strategic  planning  process  to  identify 
local  needs  and  priorities. 

Mainstream  Plan.  The  Department  will  select  a  single  HMO  (the  mainstream  plan)  for  each  region 
through  a  competitive  "invitation  for  bid"  process.  The  Department  will  consider  joint  ventures  among 
several  HMOs,  however,  to  meet  the  single  contract  requirement. 

In  some  very  large  regions,  the  Department  will  consider  defining  subregions  and  awarding  a 
mainstream  plan  contract  in  each  of  them.  This  will  only  be  done  after  the  Department  has  determined  that 
no  single  mainstream  plan  in  the  region  has  the  interest  or  capacity  to  serve  the  number  of  Medi-Cal 
beneficiaries  necessary  under  the  two-plan  model. 

Designation  of  Geographic  Regions  for  Expansion.  The  Department  designated  a  county  for 
managed  care  expansion,  if  the  county  has  at  least  45,000  beneficiaries  that  would  be  covered  by  managed 
care  expansion,  and  if  one  of  the  two  following  criteria  are  met: 
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o  Interest  in  managed  care  expansion  was  demonstrated  by  county  leaders  during  the  public 
comment  period  on  the  Draft  Strategic  Plan  or  expressed  in  the  form  of  an  application  to  the 
Department  to  create  a  managed  care  plan;  or 

o  There  is  a  significant  existing  market  presence  of  Medi-Cal  managed  care  plans. 

Expansion  of  managed  care  will  occur  in  counties,  in  regions  within  counties,  or  in  regions  made 
up  of  two  or  more  counties.  When  beneficiaries  are  distributed  in  a  county  in  such  a  way  that  the  two 
managed  care  plans  can  serve  them  all  adequately  and  efficiently,  the  county  will  be  the  geographic  region 
for  expansion.  However,  in  some  cases,  the  rural  areas  of  a  county  may  be  "carved  out"  of  managed  care 
expansion,  because  eligible  beneficiaries  are  too  sparsely  distributed  to  be  effectively  served  by  a  managed 
care  plan.  The  following  table  identifies  the  thirteen  counties  identified  in  this  Plan  for  managed  care 
expansion. 

Managed  Care  Expansion  Counties 
Table  1 


County 

Managed  Care 
Eligibles1 

Medi-Cal  Benefici. 
Not  Managed  Care 
Elig.2 

Total  Medi-Cal 
Beneficiaries3 

Alameda 

120,712 

58,494 

179,206 

Contra  Costa 

56,257 

27,249 

83,506 

Fresno 

137,985 

50,024 

188,009 

Kern 

72,322 

33,340 

105,662 

Los  Angeles 

1,005,461 

526,328 

1,531,789 

Riverside 

115,945 

48,462 

164,407 

San  Bernardino 

207,429 

62,458 

269,887 

San  Diego 

217,505 

100,540 

318,045 

San  Francisco 

52,416 

55,826 

108,242 

San  Joaquin 

80,871 

31,026 

111,897 

Santa  Clara 

105,326 

60,686 

166,012 

Stanislaus 

55,835 

23,124 

78,959 

Tulare 

61,294 

28,169 

89,463 

Total 

2,289,358 

1,105,726 

3,395,084 

Source:  DHS  "Persons  Certified  Eligible  for  Medi-Cal"  Sept.  1992 

Report  #RS-CEL106-R009 


Includes,  PA-AFDC,  Mi-Children  and  MN-Families  no  SOC. 
Includes  all  aid  categories  other  than  those  in  1 
Sum  of  all  beneficiaries. 
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With  the  exception  of  some  special  projects,  the  Department  does  not  intend  to  implement  any 
additional  managed  care  expansion  efforts  in  any  region  of  the  State  beyond  the  thirteen  counties  identified 
above,  the  three  COHSs  in  development  in  Orange,  Santa  Cruz,  and  Solano  Counties  and  the  Sacramento 

GMC  pilot  program. 

Minimum  and  Maximum  Enrollment  The  Department  will  set  enrollment  levels  to  ensure  that  the 
local  initiative  has  a  stable  volume  of  business  to  support  the  participating  traditional  and  safety  net 
providers  and  to  allow  the  mainstream  plan  sufficient  volume  of  business  to  maintain  its  economic  viability, 
while  allowing  Medi-Cal  beneficiaries  a  choice.  Based  on  a  recent  review  of  national  managed  care 
experience,  published  in  the  New  England  Journal  of  Medicine,  and  the  case  mix  requirements  of  federal 
law,  the  Department  has  established  a  minimum  enrollment  level  for  both  the  local  initiative  and  the 
mainstream  plan  of  22,500  beneficiaries.  The  maximum  enrollment  limits  for  either  plan  will  be  computed 
specifically  by  region,  during  the  technical  assistance  phase  that  is  built  into  our  planning  process. 

Role  of  Traditional  and  Safety  Net  Providers 

In  order  to  preserve  existing  clinical  relationships  among  providers  and  patients,  and  to  retain 
providers  who  are  familiar  with  and  interested  in  caring  for  Medi-Cal  beneficiaries,  the  Department  urges 
safety  net  and  traditional  providers  to  begin  preparations  immediately  to  develop  and  work  within  the 

managed  care  plans  that  will  be  developed  as  described  in  this  Plan. 

At  the  same  time,  the  Department  makes  the  following  assurances  to  traditional  and  safety  net 

providers: 

o  The  state  will  provide  technical  assistance  to  assist  in  this  transition. 

o  The  local  initiative  will  be  required  to  include  all  safety  net  providers  that  agree  to  provide 

services,  in  accord  with  the  same  terms  and  conditions  required  of  other  entities  contracting 

with  the  plan. 

o  The  local  initiative  will  be  required  to  develop  and  submit  to  the  Department  its  participation 
standards  for  including  traditional  providers. 

o  The  mainstream  plans  will  be  encouraged  to  include  safety  net  and  traditional  providers  in 
their  networks,  and  the  Department  will  assign  a  favorable  weight  to  bids/proposals  that 
include  these  providers. 


Disproportionate  Share  Hospital  Payments 

Approximately  $800  million  in  federal  payments  comes  to  California  through  the  system  of 
intergovernmental  transfers  established  in  Chapter  279,  Statutes  of  1991  (SB  855).  The  federal  funds 
triggered  by  the  intergovernmental  transfers,  together  with  the  transfers  themselves,  result  in  supplemental 
payments  of  $1.5  billion  annually  to  disproportionate  share  hospitals  (DSH).  It  is  the  intent  of  the  State  to 
maintain  these  federal  contributions  while  continuing  to  allow  changes  over  time  in  the  disproportionate 
share  status  and  payments  for  specific  hospitals,  consistent  with  the  formula  developed  in  SB  855.  The 
two-plan  model  described  in  this  Plan  will  protect  DSH  payments  in  three  ways: 

o  The  implementation  timeline  envisioned  in  this  Plan,  in  conjunction  with  the  two  year  lag  in 
the  data  used  to  compute  DSH  status,  will  protect  DSH  hospitals  from  artificial  changes 
(that  is,  changes  which  would  not  occur  in  the  absence  of  the  Plan)  in  the  disproportionate 
share  supplemental  payment  program  for  a  period  of  at  least  four  years. 
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o  Safety  net  providers  likely  will  play  a  significant  role  in  the  local  initiative  and  therefore  will 
be  able  to  direct  inpatient  hospital  use  to  protect  their  supplemental  payments. 

o  The  minimum/maximum  enrollment  levels  computed  for  each  region  are  based  on 
protecting  total  DSH  payments  to  the  region. 

Coordination  of  Population-Based  Public  Health  Services  and  Personal  Health  Care  Services 

Population-Based  Public  Health  Services.  In  defining  the  linkage  between  Medi-Cal  managed  care 
programs  and  local  public  health  departments  with  regard  to  population,  this  Plan  builds  on  existing 
managed  care  program  requirements,  including  requirements  for  plans  to  provide  clinical  preventive 
services,  compliance  with  CHDP  periodicity  schedules,  and  understanding  the  roles  of  and  coordinating 
with  local  public  health  agencies.  The  Department  intends  to  offer  local  health  departments  opportunities 
to  engage  in  consultative  or  collaborative  roles  as  specified  in  this  Plan. 

Personal  Health  Care  Services.  Medi-Cal  managed  care  plans  operating  under  the  two-plan  model 
will  be  contractually  responsible  for  providing  almost  all  Medi-Cal  covered  personal  health  care  services  to 
enrolled  children  and  adults.  These  include  all  necessary  clinical  assessment,  preventive  and  treatment 
services.  However,  California  Children’s  Services  (CCS)  will  continue  to  be  provided  through  the  established 
CCS  program  arrangements  and  under  the  case  management  of  the  CCS  Program,  although  services  will 
clearly  have  to  be  coordinated  with  the  managed  care  plan.  In  addition,  the  Department  will  explore  the 
feasibility  of  contracting  with  "dental  only"  prepaid  health  plans  for  the  purpose  of  providing  dental  services 
that  remain  covered  Medi-Cal  benefits  to  beneficiaries  under  managed  care  arrangements. 

Finally,  the  Department,  in  coordination  with  the  Department  of  Mental  Health,  intends  to  integrate 
Medi-Cal  provided  mental  health  services  into  services  provided  by  county  mental  health  departments,  and 
to  carve  out  these  services  from  the  two-plan  model. 

Program  Requirements  for  Managed  Care  Contractors 

All  managed  care  contractors  --  prospective  local  initiatives  and  mainstream  plans,  as  well  as 
existing  contractors  --  will  be  held  to  the  same  standards  for  reimbursement,  quality  and  access.  For 
example,  both  local  initiatives  and  mainstream  plans  contracting  with  Medi-Cal  will  be  required  to  develop 
quality  assurance  programs  which  meet  the  Knox-Keene  requirements  of  the  State  Department  of 
Corporations,  as  well  as  additional  quality  assurance  standards,  including  requirements  to  provide  culturally 
appropriate  and  linguistically  sensitive  services.  In  addition,  both  the  local  initiative  and  the  mainstream  plan 
will  be  required  to  enter  into  full  risk,  capitated  managed  care  contracts.  Initially,  rates  to  contractors  will 
be  based  on  the  FFS  equivalent.  In  subsequent  years,  the  Department  would  like  to  move  to  a  process  of 
direct  rate-setting  negotiations  with  plans. 

Role  of  PCCMs  and  PHPs  in  Managed  Care  Expansion 

The  Department  expects  that  it  will  take  two  years  for  local  stakeholders  to  develop  their  local 
initiatives  and  for  the  Department  to  award  mainstream  plan  contracts  in  expansion  regions.  During  this 
transition  period,  the  Department  will  use  the  mainstream  plan  enrollment  limit  as  a  benchmark  against  which 
to  monitor  enrollment  growth  in  existing  PHPs  and  PCCMs.  PHPs  and  PCCMs  will  be  permitted  to  enroll 
additional  beneficiaries,  during  this  transition  period,  consistent  with  the  following  priorities: 

o  Existing  PHP  contractors  will  have  first  priority  for  enrolling  beneficiaries,  up  to  the  contract 
capacity  of  each  PHP. 

o  "CAHMO  Agreement"  plans  will  be  allowed  to  enroll  beneficiaries  up  to  the  amount  specified 
in  the  September  21,  1992  letter  to  the  Department  of  Health  Services,  but  plans  will  be 
encouraged  to  expand  in  regions  where  there  is  excess  capacity  within  the  mainstream  plan 
limit. 
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o  Existing  PCCMs  will  be  limited  to  their  current  individual  enrollment  levels  unless  there  is 
room  within  the  overall  mainstream  plan  limit  -  in  which  case  they  may  be  permitted  to  add 

additional  members. 

o  Pending  or  "Pipeline,"  PCCM  applications  will  be  considered  on  a  case-by-case  basis,  taking 
into  account  the  mainstream  plan  enrollment  limit  in  the  region,  and  the  equities  inherent 
in  the  particular  situation. 

The  Department  intends  to  cease  allowing  any  new  enrollments  in  PHPs  and  PCCMs  starting 
approximately  six  months  prior  to  the  date  that  plans  operating  under  the  two-plan  model  are  authorized 
to  enroll  beneficiaries,  unless  these  plans  (1)  have  been  awarded  the  single,  mainstream  plan  contract  in 
the  region  or  (2)  have  reached  an  agreement  with  one  or  both  of  the  two  full-risk  plans  in  the  region  to 
become  a  subcontractor.  This  will  be  done  in  order  to  minimize  any  disruption  in  the  continuity  of  care  for 
the  beneficiaries  who  will  be  affected  by  the  implementation  of  the  Plan. 

Federal  Waivers  and  State  Plan  Amendments 

Implementation  of  the  two-plan  model  will  not  require  any  changes  in  state  or  federal  law,  but  certain 
federal  waivers  will  be  required,  including  a  freedom  of  choice  waiver,  an  "institutional  payments"  waiver,  a 
"statewideness"  waiver,  and  possibly,  a  "comparability  of  services"  waiver.  The  Department  has  received 
these  types  of  waivers  in  the  past,  and  is  confident  that  the  necessary  approvals  for  the  two-plan  model  will 

be  obtained. 

Timelines 

Both  the  local  initiative  and  the  mainstream  plans  will  have  a  two  years  to  bring  up  their  systems. 
Depending  on  the  specific  organizational  issues  facing  the  region  and  the  availability  of  Department  al 
resources,  the  prospective  plans  may  petition  the  Department  for  an  extension  of  time,  not  to  exceed  one 
year. 

Conclusion:  Process  for  the  Future 

Now  that  this  Plan  is  complete,  the  Department  will  begin  working  on  the  key  activities  which  must 
be  undertaken  as  part  of  the  initial  expansion  process.  These  activities  include  developing  regulations, 
seeking  federal  waivers,  and  planning  technical  assistance  activities.  To  assist  in  implementation  of  the 
managed  care  expansion,  described  in  this  Plan,  the  Department  will  form  a  Medi-Cal  Implementation 
Workgroup,  comprised  of  executive  level  staff  within  the  Department,  local  stakeholders,  potential 
contractors,  and  others  involved  in  this  transition.  The  purpose  of  this  Workgroup  will  be  to  help  in  resolving 
any  potential  implementation  roadblocks  that  may  occur  over  the  next  several  years,  and  to  assist  the 
Department  to  further  refine  some  of  the  more  technical  aspects  of  managed  care  expansion,  including 
quality  assurance  monitoring,  management  information  systems,  and  data  reporting.  The  Department  also 
intends  to  convene  monthly  sessions  with  interested  parties  to  discuss  the  status  of  expansion  efforts  and 
to  receive  feedback.  We  hope  that  this  process  will  allow  for  the  ongoing  exchange  of  information  as  we 
continue  our  managed  care  expansion  efforts. 


CHAPTER  1.  INTRODUCTION  AND  POLICY  STATEMENT 


Over  the  past  several  years,  the  State  of  California  has  steadily  increased  its  commitment  to  the 
large-scale  expansion  of  managed  care  within  the  Medi-Cal  Program  in  order  to  improve  beneficiaries’ 
access  to  quality  preventive  and  primary  health  care  while  acting  as  a  prudent  purchaser  of  services. 

From  the  earliest  days,  the  Medi-Cal  Program  has  been  committed  to  the  principle  that  the 
beneficiary  population  should  receive  care  that  is  in  the  "mainstream"  of  medical  services  provided  to 
Californians  at  large.  The  governing  principles  of  the  Medi-Cal  Program  were  established  in  legislation  in 
1965  in  Section  14000  of  the  California  Welfare  and  Institutions  Code.  These  principles  have  been  amended 
on  several  occasions,  usually  to  strengthen  the  commitment  to  providing  mainstream  care.  For  example, 
by  1972  these  principles  had  been  amended  to  require  that  "...whenever  possible  and  feasible.. .to  the  extent 
practicable...  [Medi-Cal  beneficiaries  shall]  secure  health  care  in  the  same  manner  employed  by  the  public 
generally,  and  without  discrimination  or  segregation  based  purely  on  their  economic  disability." 

In  recent  years,  evidence  has  mounted  that  our  most  vulnerable  citizens  are  often  far  from  the  health 
care  mainstream,  that  they  are  being  denied  access  to  the  level  and  quality  of  health  care  services  enjoyed 
by  those  with  health  care  insurance.  In  response,  the  Legislature  revised  the  program  purpose  and  intent 
in  1 991 .  Specifically,  Chapter  95,  Statutes  of  1 991 ,  (AB  336)  added  language  expressly  directing  the  Medi-Cal 
Program  to  place  an  "...emphasis  on  efforts  to  arrange  and  encourage  access  to  health  care  through 
enrollment  in  organized,  managed  care  plans  of  the  type  available  to  the  general  public."  This  legislation 
further  directed  the  Department  to  "emphasize  and  take  advantage  of  both  the  efficient  organization  and 
ready  accessibility  and  availability  of  health  care  facilities  and  resources  through  enrollment  in  managed  care 
plans..."  In  1992,  the  Legislature  enacted  Chapter  722,  Statutes  of  1992,  (SB  485)  which  authorized  the 
Department  to  accelerate  the  transition  of  Medi-Cal  beneficiaries  into  managed  care  plans. 

Managed  care,  broadly  stated,  is  a  planned,  comprehensive  approach  to  the  provision  of  health  care 
which  combines  clinical  services  and  administrative  procedures  within  an  integrated,  coordinated  system 
that  is  carefully  constructed  to  provide  timely  access  to  primary  care  and  other  necessary  services  in  a  cost 
effective  manner.  In  managed  care,  individual  providers  are  linked  together  into  a  system  that  formalizes 
the  often  informal  provider  relationships  that  existed  under  fee-for-service  (FFS)  and  brings  them  together 
under  a  single  entity,  the  managed  care  plan.  The  plan,  then,  manages  the  linkages  and  is  accountable  for 
performance  and  outcomes.  Managed  care’s  emphasis  on  access  to  primary  care  is  intended  to  increase 
utilization  of  clinical  preventive  services  and  thus  reduce  the  unnecessary  use  of  emergency  rooms  for 
ambulatory  care  and  to  eliminate  preventable  hospitalizations.  In  turn,  over  time,  this  will  enable  the  plan 
to  reallocate  its  resources  to  support  preventive  and  primary  care  services. 

The  prescriptions  for  change  described  in  this  document  are  an  extension  of  the  Department’s 
commitment  to  quality  in  meeting  the  health  care  needs  of  the  citizens  of  California.  The  following 
Department  policies  which  have  governed  managed  care  expansion  will  guide  the  transformation  of  Medi-Cal 
from  a  FFS  environment  to  managed  care: 

o  MOVE  THE  ORIENTATION  OF  HEALTH  CARE  FROM  THE  DELIVERY  OF  EPISODIC  TREATMENT 

OF  ILLNESS  TO  THE  PLANNED  PROVISION  OF  PREVENTIVE  AND  PRIMARY  CARE  AND  EARLY 

INTERVENTIONS 

o  BE  INCLUSIVE  -  INCLUDE  SAFETY  NET  AND  TRADITIONAL  PROVIDERS 
o  SUPPORTTHE  SAFETY  NET/MAINTAIN  DISPROPORTIONATE  SHARE  HOSPITAL  (DSH)  FUNDING 
o  MAKE  THE  MEDI-CAL  MANAGED  CARE  PROGRAM  MANAGEABLE  AND  ACCOUNTABLE 
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o  PROMOTE  ORGANIZED  AND  COMPREHENSIVE  MANAGED  CARE  SYSTEMS  THAT  ELIMINATE 
FRAGMENTATION  IN  CASE  MANAGEMENT  AND  HEALTH  CARE  DELIVERY  AND  IMPROVE 
QUALITY  OF  CARE 

o  BE  A  PRUDENT  PURCHASER  -  CONTRACT  FOR  COST-EFFECTIVE  MANAGED  CARE  MODELS 
WITH  INCENTIVES  THAT  PROMOTE  AND  MAKE  PROVIDERS  OF  CARE  ACCOUNTABLE  FOR 
EFFICIENCY  AND  EFFECTIVENESS  IN  DELIVERING  HEALTH  CARE  TO  MEDI-CAL  BENEFICIARIES 

o  MAKE  MAINSTREAM  MANAGED  CARE  ACCESSIBLE  TO  MEDI-CAL  BENEFICIARIES 

o  ACKNOWLEDGE  THE  HEALTH  AND  SUPPORT  SERVICES  NECESSARY  TO  ACHIEVE  POSITIVE 
HEALTH  OUTCOMES  FOR  LOW  INCOME  AND  CULTURALLY  DIVERSE  POPULATIONS 


A  system  of  managed  care  carefully  constructed  in  accord  with  these  principles  brings  to 
Californians  dependent  upon  the  Medi-Cal  program  for  their  health  care  a  number  of  improvements  when 
compared  to  FFS.  For  example,  beneficiaries  no  longer  need  to  "shop"  for  a  doctor  willing  to  take  Medi-Cal 
since  each  managed  care  plan  provides  enrolled  beneficiaries  the  opportunity  to  select  a  primary  care 
practitioner  who  is  responsible  for  monitoring  his/her  health  care,  and  making  referrals  to  specialty  providers 
when  needed.  Having  a  primary  care  provider,  coupled  with  twenty-four  hour  access  to  care,  results  in 
timely,  more  appropriate  interventions,  and  also  assures  continuity  of  care  for  enrolled  beneficiaries. 

Quality  of  care  will  be  assured  through  State  oversight.  As  a  condition  of  entering  into  managed  care 
contracts  with  the  State,  providers  agree  to  a  number  of  quality  assurance  requirements  that  are  not  found 
in  FFS.  For  example,  prior  to  providing  services  to  enrolled  beneficiaries,  State  medical  staff  perform  an  on¬ 
site  review  of  each  primary  care  facility  to  assure  that  provider  staff  meet  credentialing  requirements,  that 
appropriate  medical  equipment  is  available  and  properly  maintained,  and  that  the  site  meets  standards  for 
adequacy,  accessibility  and  cleanliness.  No  comparable  pre-service  quality  review  exists  in  FFS. 

Managed  care  providers  also  agree  to  subject  their  operations  to  annual  medical  quality  of  care 
reviews  in  which  a  team  of  State  medical  professionals  reviews  a  sample  of  patient  records  to  assure 
provision  of  routine  screening  and  preventive  services,  the  maintenance  of  appropriate  documentation  of 
care  provided,  conformity  of  treatment  to  accepted  standards  of  care,  and  that  the  plan  provides  appropriate 
follow-up  and  referrals.  There  are  no  comparable  reviews  in  FFS,  but  only  ad-hoc  reviews  conducted  after 
a  complaint  has  been  lodged  with  a  regulatory  agency. 

Managed  care  presents  a  cost  containment  strategy  that  allows  a  prudent  purchaser  of  services  to 
obtain  maximum  benefit  for  its  expenditures.  Capitation  is  the  method  of  reimbursement  most  commonly 
used  in  purchasing  managed  care  services.  This  method  allows  the  purchaser  of  services  to  predict  more 
accurately,  or  budget,  expenditures  while  allowing  the  provider  of  care  greater  flexibility  in  the  organization 
and  reimbursement  of  service.  Research  indicates  that  managed  care  systems  can  moderate  the  rate  of  cost 
increases  in  comparison  with  FFS  arrangements,  and  that  improved  member  health  status  should  lead  to 
long  term  savings.  Even  modest  savings  can  be  significant  when  applied  across  a  population  as  large  as 
that  enrolled  in  California’s  Medicaid  program. 

In  short,  the  expansion  of  Medi-Cal  managed  care  meets  the  dual  imperatives  of  improving  access 
to  quality  medical  care  for  our  beneficiaries  and  controlling  costs,  thereby  increasing  the  value  of  the  dollars 
spent  on  medical  care. 

Over  600,000  Medi-Cal  beneficiaries  in  20  counties  already  are  covered  by  Medi-Cal  managed  care 
arrangements.  The  Department’s  experience  with  the  provision  of  services  to  beneficiaries  under  these  plans 
shows  that  emergency  room  visits  by  our  patients  drop  rapidly,  hospitalizations  are  reduced,  and  rates  for 
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immunizations,  mammography,  and  other  preventive  services  soar.  In  fact  most  of  our  plans  reach 
immunization  rates  of  80%  for  children  at  their  second  birthday,  far  better  than  Medi-Cal  children  in  standard 
FFS  care,  and  better  than  many  privately-insured  children. 

The  Department  believes  that  its  efforts  to  increase  and  expand  these  numbers  is  compatible  with 
the  general  direction  of  most  proposals  for  national  health  care  reform.  Health  care  reform  is  expected  to 
move  health  care  delivery  into  organized  systems  of  care;  to  move  payment  systems  to  capitation,  with  risk 
assumed  by  provider  organizations,  not  purchasers;  to  place  greater  emphasis  on  primary  care  and 
prevention  services,  with  systems  evaluated  in  terms  of  clinical  outcomes  and  the  health  status  of 
populations;  and  to  encourage  health  care  providers  to  pool  their  resources  in  order  to  create  efficient  and 
accountable  systems  of  care  and  control  costs.  As  the  President  and  Congress  grapple  with  the  task  of 
setting  a  national  health  care  policy,  California  has  already  begun  an  aggressive  mission  to  completely 
overhaul  Medi-Cal.  The  key  to  this  new  beginning  is  managed  care. 

The  State  cannot  afford  to  ignore  the  imperatives  for  prudent  fiscal  management  and  fundamental 
improvements  in  the  way  it  purchases  and  delivers  health  care  services.  Both  the  direction  of  national  health 
reform  and  the  evidence  that  managed  care  yields  better  value  for  our  health  care  dollars  --  in  access  and 
quality  --  provide  compelling  incentives  for  us  to  transform  the  Medi-Cal  Program  into  a  predominantly 
managed  care  system.  This  document  articulates  the  Department’s  Plan  for  the  rational,  continued  transition 
of  Medi-Cal  to  managed  care  and  makes  explicit  the  principles  that  will  influence  this  accelerated  transition, 
the  present  and  future  forms  it  will  take,  and  a  timetable  for  action. 


Expanding  Medi-Cal  Managed  Care 


Page  4 


CHAPTER  2.  PROCESS  FOR  THE  DEVELOPMENT  OF  THE  FINAL  PLAN 

The  Draft  Strategic  Plan  for  the  Transition  of  Medi-Cal  to  Managed  Care  was  developed  during  the 
fall  of  1992  and  released  by  State  Health  Director  Molly  Joel  Coye,  MD,  MPH,  on  January  13,  1993,  in  the 
first  of  many  public  meetings  devoted  to  dialogue  with  affected  providers  and  community  members  about 
the  Plan.  As  Dr.  Coye  was  outlining  steps  the  Department  proposed  to  take  to  expand  the  number  of  Medi- 
Cal  beneficiaries  enrolled  in  managed  care  plans,  fifteen  hundred  copies  of  the  Draft  Plan  were  mailed.  The 
mailing  list  encompassed  provider  associations,  organizations  concerned  with  health  care,  Medi-Cal 
providers,  State  and  local  governmental  and  elected  officials,  and  other  interested  persons.  Recipients  of 
the  draft  Plan  were  invited  to  address  their  written  comments,  concerns,  and  recommendations  to  the 
Department  by  February  1,  1993  or  to  present  them  orally  or  in  writing  at  statewide  public  meetings  on 
January  27  and  28,  1993.  On  those  dates,  over  1300  persons  attended  public  meetings  in  Sacramento,  Los 
Angeles,  San  Francisco,  San  Diego,  and  Fresno,  and  174  persons  presented  testimony. 

By  the  end  of  the  first  week  in  February,  the  Department  had  received  over  five  hundred  written 
communications  about  the  Draft  Strategic  Plan.  This  correspondence,  together  with  the  transcripts  of  the 
public  hearings  and  written  testimony  introduced  at  them,  has  been  coded  and  collated.  The  input  from 
public  meetings  and  from  the  large  volume  of  correspondence  has  been  valuable  in  guiding  the  finalization 
of  the  Plan.  The  Department  acknowledges  the  time,  expertise,  and  efforts  of  all  who  shared  their  thoughts 
and  ideas  during  this  expedited  process. 
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CHAPTER  3.  PRINCIPLES  GUIDING  THE  TRANSITION  TO  MANAGED  CARE 

Managed  care  is  not  a  new  means  of  delivering  health  care  in  California.  It  has  been  part  of  the 
Medi-Cal  Program,  in  a  variety  of  forms,  since  1972.  What  is  new  is  the  pace  at  which  we  are  moving  and 
the  scope  of  the  change  we  are  making.  Consistent  with  the  direction  of  the  Governor  and  the  Legislature, 
as  embodied  in  legislation  (SB  845),  we  have  accelerated  the  process  for  moving  a  large  percentage  of 
Medi-Cal  beneficiaries  into  managed  care  plans.  We  believe  that  managed  care  holds  the  promise  for  Medi- 
Cal  beneficiaries  of  a  stable,  continuing  relationship  with  a  primary  care  provider  in  which,  perhaps  for  the 
first  time,  their  health  care  needs  can  be  assessed  and  their  care  can  be  planned,  coordinated,  and  provided 
in  a  timely  and  sensitive  manner.  We  are  committed  to  managed  care  as  the  most  rational  and  cost 
effective  way  to  provide  the  right  health  care  services  in  the  right  way,  at  the  right  time. 

For  Medi-Cal  beneficiaries,  the  current  FFS  environment  is  one  in  which  care  is  frequently  obtained 
in  an  episodic  manner  in  high  cost  settings,  and  in  which  the  provision  of  remedial  services  is  often 
necessitated  as  a  result  of  lack  of  access  to  primary  care  services.  The  Department  intends  to  transform 
the  delivery  of  Medi-Cal  services  into  a  planned  systematic  managed  care  environment  in  which  Medi-Cal 
beneficiaries  receive  higher  quality  care  and  in  which  greater  value  is  obtained  from  funds  expended.  The 
Department’s  principles  guiding  this  transition  are  to: 

o  Improve  beneficiary  access  to  quality  primary  and  preventive  health  care  services. 

o  Improve  beneficiary  health  status  and  outcomes  by  emphasizing  health  maintenance,  health 
education,  preventive  care,  and  early  detection  and  treatment. 

o  Generate  fundamental  long-term  cost  containment  by  improving  the  health  status  of  historically 
medically  underserved  populations. 

o  Educate  beneficiaries  about  the  benefits  of  and  ways  to  use  managed  care  delivery  systems, 
including  full  disclosure  of  their  rights. 

o  Improve  the  quality  assurance  program  within  managed  care  contracting  to  assure  that  plans  are 
clinically  accountable. 

o  Promote  the  delivery  of  quality  health  care  services  by  building  systems  that  assure  fiscal  and 
programmatic  accountability. 

o  Support  the  development  of  delivery  systems  that  will  provide  culturally  appropriate  services  as  a 
way  to  make  care  more  satisfactory  and  effective. 

o  Use  organized  systems  of  care  to  assure  the  timely  provision  of  services  in  the  most  appropriate 
setting,  to  effectively  manage  the  use  of  technology,  to  reduce  duplication  of  services,  and  to  enable 
resources  to  be  shifted  from  acute  and  specialty  care  to  primary  and  preventive  care. 

o  Make  use  of  the  managed  care  expertise  available  within  both  the  public  and  private  sectors  in  the 
development  of  new  managed  care  partnerships.  Individual  providers  will  form  these  partnerships 
or  affiliate  with  them  to  deliver  health  care  services,  subject  to  State  oversight. 

o  Purchase  care  from  organized  managed  care  plans  under  capitated  at-risk  arrangements  that 
require  these  plans  to  make  optimal  use  of  administrative  efficiencies,  improvements  in  patterns  of 
practice,  volume  purchasing,  and  economies  of  scale. 
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o  Design  the  expansion  of  managed  care  contracting  so  that  it  contributes  to  the  integration  of  public 
and  private  health  care  service  delivery  mechanisms  with  the  ultimate,  long  term  goal  of  developing 
a  seamless  delivery  system  for  personal  medical  care  services. 


We  recognize  that  an  efficiently  functioning  managed  care  delivery  system  which  emphasizes 
preventive  services  has  the  potential  to  redistribute  Medi-Cal  payments  for  services  among  and  within 
various  provider  categories.  We  expect  that  managed  care  will  result  in  enhanced  access  and  improved 
health  status  for  Medi-Cal  beneficiaries;  that  effective  case  management  will  promote  early  interventions  with 
lower  cost  services;  and  that  cost-effective  technologies  (such  as  the  use  of  outpatient  surgery)  sometimes 
can  be  applied  in  lieu  of  inpatient  services. 

The  Department  further  recognizes  that  the  shift  of  a  large  percentage  of  the  Medi-Cal  population 
from  FFS  to  managed  care  must  be  done  in  a  carefully  planned  manner  that  assures  that  the  resulting 
realignments  within  the  current  health  care  delivery  system  are  consistent  with  long  term  public  health  policy 
objectives.  It  is  the  Department’s  intent  that  the  various  elements  of  the  current  health  care  delivery  system 
begin  now  to  prepare  for  the  changes  they  must  make  to  be  viable  in  the  new  managed  care  environment. 

Both  providers  and  beneficiaries  will  need  time  and  opportunity  to  prepare  for  this  transition.  In 
order  to  promote  continuity  of  care  and  to  minimize  the  disruption  of  patient-provider  relationships,  this  Plan 
provides  the  framework  under  which  traditional  and  safety  net  providers  engaged  in  the  delivery  of  primary 
care  can  have  reasonable  opportunities  for  participation  in  the  transition  to  managed  care. 
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CHAPTER  4.  LEGISLATIVE  AND  PROGRAM  HISTORY 


State  Law 

In  1972,  in  the  first  in-depth  Medi-Cal  managed  care  legislation,  Medi-Cal  Prepaid  Health  Plan  (PHP) 
contracting  authority  and  standards  were  established  under  the  Waxman-Duffy  Prepaid  Health  Plan  Act.  The 
Waxman-Duffy  Act  was  enacted  to  meaningfully  address  serious  marketing,  access,  and  quality  problems 
with  the  State’s  first  Medi-Cal  prepaid  health  care  contracting  program.  The  Waxman-Duffy  Act  standards 
were  strengthened  further  by  amendments  enacted  in  1974.  These  two  legislative  actions  remain  the 
foundation  for  the  Medi-Cal  PHP  program  today. 

In  1975,  the  Knox-Keene  Health  Care  Service  Plan  Act  (Knox-Keene)  was  enacted.  Knox-Keene 
made  the  State  Department  of  Corporations  the  legally-designated  state  regulatory  agency  for  PHPs  and 
set  state  licensing  requirements  and  standards  for  all  PHPs.  Medi-Cal  PHP  contractors  were  included  within 
the  scope  of  Knox-Keene,  and  the  Waxman-Duffy  Act  was  amended  to  make  Knox-Keene  licensing  a 
prerequisite  to  a  Medi-Cal  PHP  contract. 

The  advent  of  the  Waxman-Duffy  and  Knox-Keene  Acts  swept  the  majority  of  contracting  PHPs  out 
of  the  Medi-Cal  Program  for  failure  to  satisfy  the  newly-established  standards;  however,  a  number  of  PHPs 
demonstrated  both  the  willingness  and  ability  to  meet  the  new  program  and  standards  and  continued  to 
contract  with  Medi-Cal. 

We  recognize  that  there  were  serious  problems  with  the  State’s  initial  Medi-Cal  prepaid  health  care 
program;  however,  this  prior  experience  occurred  nearly  two  decades  ago.  This  plan  acknowledges  this 
program  history  and  builds  on  the  fact  that  the  State  learned  from  the  experience.  The  Waxman-Duffy  and 
Knox-Keene  Acts  are  the  initial  evidence  of  this  education.  Both  the  Waxman-Duffy  and  Knox-Keene  Acts 
were  enacted  in  order  to  ensure  that  problems  on  the  scale  of  those  in  the  early  1970’s  do  not  recur. 

The  Waxman-Duffy  Act  was  amended  further  in  1977  to  add  authority  for  Medi-Cal  Pilot  Programs. 
This  amendment  provides  the  Department  with  broad  flexibility  to  develop  capitated,  managed  care  pilot 
projects,  and  it  includes  specific  authority  for  publicly-operated  health  service  delivery  system  pilot  projects. 

In  1981,  legislation  was  first  enacted  authorizing  the  Department  to  set  up  Primary  Care  Case 
Management  (PCCM)  contracts  on  a  pilot  project  basis. 

In  the  midst  of  a  number  of  legislative  actions  under  an  overall  agenda  of  Medi-Cal  reform, 
significant  new  Medi-Cal  managed  care  contracting  authorities  were  enacted  in  1982.  Specifically,  legal 
authorities  were  enacted  for: 

o  General  County  Organized  Health  System  (COHS)  contracting  by  the  Medi-Cal  Program. 

o  The  Santa  Barbara  Health  Initiative  to  organize  for  the  purposes  of  contracting  with  the  Medi-Cal 

Program  as  a  COHS. 

o  PCCM  contracting  as  an  established  program. 

o  Geographic  Managed  Care  (GMC)  contracting. 

In  1983,  legislation  was  enacted  specifically  authorizing  the  formation  of  special  commissions  to 
organize  and  operate  a  COHS  in  San  Mateo  and  other  counties  that  may  be  designated  for  such  projects. 
Additional  legislation  providing  a  general  authority  for  COHS  special  commission  formation  subsequently 
was  enacted  in  1988. 
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When  AB  336  was  enacted  in  1991,  it  represented  the  most  sweeping  changes  in  the  Medi-Cal 
managed  care  program  since  the  Medi-Cal  reforms  of  the  early  1980’s.  Assembly  Bill  336  made  the 
following  major  changes  to  Medi-Cal  managed  care  contracting: 

o  The  Medi-Cal  Program  statement  of  purpose  and  legislative  intent  was  revised  to  emphasize 
managed  care  as  the  means  for  delivering  mainstream  health  care  to  Medi-Cal  beneficiaries. 

o  Automatic  enrollment  in  a  Medi-Cal  managed  care  plan  was  established  for  Medi-Cal  applicants  and 
beneficiaries  under  specified  conditions,  beginning  in  January  1994. 

o  To  the  extent  permitted  by  federal  law  or  waivers,  minimum  enrollment  period  ("lock-in") 
requirements  were  mandated  for  PHP,  PCCM  and  other  Medi-Cal  managed  care  programs.  Under 
this  mandate,  disenrollment  can  occur  if  good  cause  exists. 

o  Specific  authority  was  given  to  the  Department  to  award  development  funds  to  COHS  and  GMC 

contractors.  This  authority  was  supported  with  a  one-time  appropriation  to  support  the  three  COHS 

projects  and  the  single  GMC  project  which  are  currently  under  development.  See  page  9  for  further 
discussion  of  GMC  and  COHS. 

In  1992,  further  substantive  Medi-Cal  managed  care  program  changes  were  enacted  in  SB  485.  Key 
changes  included  are: 

o  The  beginning  date  for  the  AB  336  automatic  enrollment  authority  was  accelerated  to  January  1 993. 

o  The  Department  was  given  new  authority  and  broad  flexibility  to  enter  into  Medi-Cal  managed  care 
contracts.  The  new  flexibility  allows  contracts  to  be  exclusive  or  nonexclusive,  statewide  or  more 
geographically  limited,  and  on  a  bid  or  non-bid  basis.  A  Knox-Keene  license  exemption  is  available 
for  contracts  under  this  authority. 

o  The  caps  on  the  number  of  GMC  projects  and  total  beneficiaries  covered  by  GMC  were  removed. 

o  New  authority  was  given  to  the  Department  to  contract  with  managed  care  plans  for  the  care  of 

beneficiaries  covered  by  non-Medi-Cal,  publicly-funded  health  benefits  programs. 

o  Authority  for  a  program  of  intensified  medical  case  management  of  high  cost  FFS  beneficiaries  was 
established. 

Federal  Law 

Federal  law  authorizes  Medicaid  managed  care  contracts  with  health  maintenance  organizations 
(HMO),  health  insuring  organizations  (HIO),  certain  other  comprehensive,  full  risk  managed  care  plans,  and 
non-comprehensive  capitated  plans  (such  as  California’s  PCCM  program). 

Contracting  HMOs  and  HIOs  are  subject  to  a  number  of  federal  Medicaid  requirements.  Most 
significantly,  these  requirements  establish  that: 

o  A  Medicaid  HMO  or  HIO  must  have  a  membership  that  includes  persons  other  than  Medicaid  and 
Medicare  beneficiaries.  (See  page  56  for  a  discussion  of  this  "case  mix"  requirement.) 

o  An  HMO  or  HIO  enrollee  must  have  the  freedom  to  disenroll  at  any  time  without  cause  unless  the 
State  has  made  formal  provision  for  the  HMO  to  have  a  lock-in  period.  Federal  Medicaid  waivers 
are  available  that  allow  a  state  to  operate  a  managed  care  system  with  HMOs  and  HIOs  that  does 
not  include  a  fee-for-service  option  as  long  as  at  least  two  managed  care  plan  choices  are  available. 
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Under  such  a  system,  covered  beneficiaries  would  have  to  be  allowed  periodically  to  change 
managed  care  plans. 

o  Neither  an  HIO  nor  an  HMO  that  is  not  federally  qualified  can  have  lock-in. 

Federal  law  treats  an  HMO  as  a  provider  of  care  and  an  HIO  as  a  capitated  entity  that  arranges 
and/or  pays  for  covered  health  care  but  does  not  directly  provide  care.  Based  on  these  definitions, 
California’s  COHS  model  is  considered  an  HIO;  however,  neither  the  COHS  in  Santa  Barbara  or  the  COHS 
in  San  Mateo  is  subject  to  the  1985  federal  law  changes  affecting  HIOs.  The  Santa  Barbara  COHS  became 
operational  before  1985  and  is  exempt  under  the  original  statute,  and  the  San  Mateo  COHS  has  a  specific 
statutory  exemption. 

Under  federal  law  enacted  in  1990,  California  is  authorized  to  develop  three  additional  COHSs.  The 
federal  law  authorizing  these  COHSs  made  them  exempt  from  the  case  mix  and  freedom  to  disenroll  at  any 
time  requirements  that  otherwise  apply  to  HIOs.  The  three  new  COHS  projects  are  under  development  in 
Santa  Cruz,  Solano  and  Orange  Counties.  Without  a  change  in  federal  law,  the  Medi-Cal  Program  cannot 
have  any  additional,  exclusive  COHS  contracts. 


Existing  Medi-Cal  Managed  Care  Arrangements 

County  Organized  Health  Systems.  Under  a  County  Organized  Health  System  (COHS),  a  local 
agency,  with  representation  from  providers,  beneficiaries,  local  government,  and  other  interested  parties,  is 
created  by  a  county  Board  of  Supervisors  to  contract  with  the  Medi-Cal  Program.  Operating  under  federal 
Medicaid  freedom  of  choice  and  other  waivers,  the  COHS  administers  a  capitated,  comprehensive,  case 
managed  health  care  delivery  system.  This  system  has  responsibilities  for  utilization  control  and  claims 
administration  and  Medi-Cal  covered  health  care  services  to  all  Medi-Cal  beneficiaries  residing  in  the  county. 
Beneficiaries  are  given  a  wide  choice  of  managed  care  providers  but  do  not  have  the  option  of  obtaining 
Medi-Cal  services  under  the  traditional  fee-for-service  system  unless  so  authorized  by  the  COHS. 

County  Organized  Health  Systems  currently  exist  in  San  Mateo  and  Santa  Barbara  counties. 
Orange,  Santa  Cruz  and  Solano  Counties  have  been  designated  for  the  development  of  new  COHSs.  The 
projected  start  date  for  the  Solano  County  program  is  January  1,  1994.  The  projected  start  dates  for  the 
Santa  Cruz  and  Orange  County  programs  are  July  1994  and  January  1995,  respectively.  These  three 
COHSs  will  cover  over  222,000  Medi-Cal  beneficiaries  under  new  managed  care  arrangements.  As 
previously  noted,  under  current  federal  law  the  Department  is  precluded  from  creating  any  additional 
COHSs.  The  Plan  proposes  no  changes  in  the  two  existing  COHS  projects  or  the  three  currently  under 
development. 

Geographic  Managed  Care  Pilot  Project.  Sacramento  County  was  selected  for  the  development 
of  the  initial  Geographic  Managed  Care  (GMC)  pilot  project  in  early  1992.  Under  GMC,  the  Department  will 
enter  into  contracts  with  managed  care  plans  to  cover  the  entire  AFDC-linked  population  in  Sacramento 
County  on  a  mandatory  enrollment  basis.  The  Department  is  developing  a  request  for  federal  waivers  that 
will  permit  provision  of  Medi-Cal  benefits  to  this  population  exclusively  through  managed  care  plans. 

When  the  GMC  pilot  project  begins,  covered  beneficiaries  will  be  informed  at  the  county  welfare 
department  about  the  available  managed  care  plans  and  will  indicate  their  choice  of  plan  for  receiving  Medi- 
Cal  services.  Aged,  blind  and  disabled  beneficiaries  eligible  for  Medi-Cal  under  the  Supplemental  Security 
Income  (SSI)  program  may  enroll  voluntarily  in  one  of  the  managed  care  plans  or  choose  to  obtain  their 
health  care  through  the  FFS  system. 

The  GMC  pilot  project  is  designed  to  provide  a  reasonable  choice  of  managed  care  plan 
alternatives,  all  of  which  are  expected  to  assure  access  to  comprehensive  primary  care,  preventive  services 
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and  other  necessary  health  care.  Participating  managed  care  plans  will  be  monitored  and  audited  by  the 
Department  and  held  accountable  for  their  performance. 

The  GMC  pilot  project  provides  a  stable  operating  environment  for  managed  care  plans  by  ensuring 
predictable  Medi-Cal  membership  volumes,  equitable  and  random  distribution  of  potentially  high  cost  cases, 
and  little  opportunity  for  plan-initiated  disenrollments.  This  managed  care  approach  also  eliminates  door-to- 
door  marketing,  with  its  associated  costs  and  other  potential  problems. 

In  January  1993,  the  Department  received  applications  to  participate  in  the  GMC  pilot  from  13 
operating  or  proposed  PCCMs,  four  PHPs,  and  six  prepaid  dental  plans.  Initial  review  of  these  applications 
is  nearly  complete.  Designation  of  the  successful  applicants  (who  will  be  asked  to  prepare  a  detailed  design 
in  preparation  for  GMC  implementation)  will  occur  before  the  end  of  May  1993.  This  Plan  does  not  propose 
to  affect  the  Sacramento  County  GMC  project,  which  is  scheduled  to  begin  in  January  1994. 

Primary  Care  Case  Management  Contracting.  The  Primary  Care  Case  Management  (PCCM) 
contracting  program  has  offered  individual  physicians,  physician  groups,  clinics,  and  other  qualifying  primary 
care  providers  the  opportunity  to  enter  into  Medi-Cal  managed  care  contracts. 

The  original  intent  of  the  PCCM  program  was  to  provide  a  transitional  model  in  which  providers 
could  gain  experience  in  providing  Medi-Cal  patient  care  in  a  managed  care  environment  with  limited 
financial  risk.  The  Department  expected  that  PCCMs,  over  time,  would  gain  the  experience  necessary  to 
become  full-risk  Prepaid  Health  Plans  (PHPs);  however,  to  date  only  one  PCCM  has  converted  to  a  full-risk 
PHP  contract. 

Under  PCCM  arrangements,  primary  care  providers  formally  contract  with  the  Department  as 
managed  care  plans  to  provide  and  assume  risk  for  primary  care  and  specialty  physicians’  services  and 
selected  outpatient  preventive  and  treatment  services.  PCCM  contractors  assume  an  additional 
responsibility  to  case  manage  effectively  all  of  the  services  provided  to  their  enrollees.  The  PCCM  contractor 
is  paid  at  95  percent  of  the  per-person  per-month  fee-for-service  equivalent  Medi-Cal  cost.  Contractors 
participate  in  program  savings  through  a  savings  sharing  agreement  with  the  Department.  Shared  savings 
are  expected  to  be  produced  by  the  PCCM’s  effective  case  management  of  services  for  which  the  PCCM 
is  not  at  risk--the  most  significant  of  which  is  inpatient  hospital  care. 

In  order  to  enable  primary  care  providers  to  participate  in  managed  care  arrangements  with  the 
Medi-Cal  Program,  and  because  of  the  initial  program  expectation  that  PCCM  status  was  only  to  be 
transitional,  PCCM  contracts  have  operated  under  Departmental  review  and  oversight  but  have  not  been 
subject  to  the  Knox-Keene  Act  under  which  comprehensive  commercial  health  care  plans  are  regulated  in 
California.  Although  PCCMs  have  not  been  directly  subject  to  either  the  Knox-Keene  or  Waxman-Duffy  Acts, 
virtually  all  of  the  relevant  requirements  of  these  Acts  have  been  applied  to  PCCMs  by  the  Department 
through  regulations,  statute,  or  contract  language. 

A  detailed  discussion  of  the  role  of  PCCMs  in  the  transition  of  Medi-Cal  managed  care  can  be  found 

on  page  65. 

Prepaid  Health  Plan  Contracting.  The  Prepaid  Health  Plan  (PHP)  contracting  program  was 
established  as  an  alternative  to  the  Medi-Cal  FFS  program.  The  intent  of  the  program  was  to  allow  Medi-Cal 
beneficiaries  to  enroll  in  PHPs.  Under  federal  law,  California’s  PHPs  are  the  equivalent  of  HMOs.  The 
legislation  further  was  intended  to  1)  encourage  the  development  of  more  efficient  delivery  of  care  to  Medi- 
Cal  beneficiaries;  2)  reduce  the  inflationary  costs  of  Medi-Cal;  3)  improve  the  quality  of  medical  services 
under  Medi-Cal;  and  4)  reduce  the  administrative  costs  of  Medi-Cal  by  allowing  PHPs  to  assume  the  costs 
of  administration  and  utilization  controls  for  Medi-Cal  services  provided  to  their  enrollees. 
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Prepaid  Health  Plans  are  required  to  provide,  on  a  capitated  at-risk  basis,  all  basic  Medi-Cal  covered 
benefits,  excluding  several  treatments  such  as  major  organ  transplants  and  chronic  renal  dialysis,  or  long¬ 
term  care.  In  addition,  PHPs  operating  under  managed  care  principles  provide  case  management,  prevention 
and  health  maintenance  services.  As  managed  care  contractors,  PHPs  have  other  attributes  that  are  not 
found  in  the  FFS  program  such  as  quality  assurance,  membership  services,  and  member  grievance 
procedures;  in  addition,  these  plans  are  considered  organized  delivery  systems. 

PHPs  are  reimbursed  at  a  per-person  per-month  FFS  equivalent  Medi-Cal  cost. 

Prepaid  Health  Plans  come  under  the  oversight  of  both  the  Department  of  Corporations  for  their 
commercial  and  Medi-Cal  enrollees  and  the  Department  of  Health  Services  for  their  Medi-Cal  enrollees. 
Because  of  their  status  as  licensed  commercial  health  plans,  and  because  they  typically  provide  care  to 
privately  insured  individuals  as  well  as  Medi-Cal  beneficiaries,  PHPs  are  considered  mainstream  health  care 
providers  and  have  been  significant  participants  in  the  Department’s  efforts  to  expand  managed  care. 

A  detailed  discussion  of  the  role  of  PHPs  in  the  transition  to  Medi-Cal  managed  care  can  be  found 
on  page  63. 

Special  Project  Activities.  The  Department  continuously  is  developing  new  managed  care 
programs  or  pilot  projects  to  assure  that  coordinated,  competent  care  is  provided  to  identified  populations 
to  improve  their  health  status  and  avoid  unnecessary  costs.  In  addition,  to  gain  greater  experience  in 
managing  the  care  of  high-cost  users  with  chronic  and  catastrophic  conditions,  the  Department  will  conduct 
managed  care  pilot  projects  to  develop  the  cost  data  and  protocols  necessary  to  move  large  numbers  of 
our  highest  cost  recipients  into  capitated  agreements.  These  pilot  programs  will  focus  on  the  Medi-Cal  FFS 
population.  Some  of  these  pilot  programs  include: 

1 .  Medical  Case  Management  of  High  Cost  Individuals.  The  Department  intends  to  continue  to 
augment  its  current  utilization  control  program  over  the  next  several  years  with  more  extensive  case 
management  of  high-cost  users  within  the  population  remaining  in  FFS  care.  This  effort  will  incorporate 
managed  care  case  management  features  into  FFS.  We  believe  this  effort  will  also  result  in  a  more  cost 
effective  delivery  of  services  to  that  segment  of  the  Medi-Cal  population  who  use  a  significant  proportion 
of  the  total  Medi-Cal  dollars. 

Additionally,  the  Department  will  continue  to  develop  and  conduct  pilot  projects  for  capitated  or 
savings  sharing  agreements  under  which  special  populations  will  receive  medical  case  management. 
Examples  of  such  programs  are  those  for  patients  with  AIDS,  for  severely  disabled  individuals,  and  for 
persons  with  major  brain  and  spinal  cord  injuries.  When  possible,  the  Department  will  seek  to  maintain  both 
the  financial  and  program  involvement  of  current  non-Medi-Cal  funding  sources  in  order  to  coordinate  a 
comprehensive  set  of  benefits  for  these  individuals. 

The  Department  will  continue  to  review  proposals  submitted  by  community  and  provider 
organizations  to  meet  the  needs  of  special  populations.  On  a  case  by  case  basis,  we  will  measure  the 
proposals’  potential  to  improve  systems  of  care  against  their  administrative  complexity  in  determining 
whether  the  Department  can  provide  the  technical  assistance  and  other  resources  required  to  undertake  a 
pilot  project. 

2.  Fee-for-Service  Managed  Care.  To  improve  the  coordination  of  care  for  those  beneficiaries 
remaining  in  FFS  and  to  provide  them  with  better  access  to  and  continuity  of  care,  the  Department  will 
explore  models  of  "fee-for-service  managed  care”,  commonly  known  as  the  "gatekeeper"  model.  Under 
these  models,  the  Department  will  enroll  beneficiaries  with  primary  care  providers  for  medical  case 
management.  In  this  manner,  enrolled  FFS  beneficiaries  will  benefit  from  features  common  to  managed 
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care.  Direct  Medi-Cal  contracting  for  fee-for-service  managed  care  will  be  limited  to  rural  areas.  Full-risk 
contracting  plans  may  adopt  similar  models  in  contracting  with  their  providers. 

By  June  1994,  the  Department  intends  to  enter  into  one  or  more  pilot  projects  with  community 
clinics  and  private  providers  in  rural  counties  to  test  the  merits  of  this  model.  The  Department  views  fee-for- 
service  managed  care  as  a  step  toward  capitation,  and  so  will  place  a  time  limit  on  how  long  a  contractor 
can  participate  under  this  model  before  moving  into  at  least  a  partially  capitated  arrangement. 

The  Department  has  incorporated  into  the  recently-awarded  Medi-Cal  fiscal  intermediary  contract 
several  major  enhancements  of  its  claims  processing  and  management  information  systems  to  support  this 
design.  As  incentives  for  provider  participation,  the  Department  will  offer  streamlined  claims  processing 
systems  and  technical  assistance  for  providers. 

3.  Focused  Projects  for  Managing  the  Care  of  Dually  Eligible  Populations.  Some  of  the  most 
vulnerable  populations  in  Medi-Cal  are  persons  who  are  eligible  both  for  Medicare  and  Medi-Cal.  These 
dually  eligible  beneficiaries  include  the  frail  elderly  and  persons  who  are  blind  or  disabled.  Generally 
speaking,  these  individuals  receive  their  care  through  FFS  programs,  where  their  care  remains  episodic  and 
uncoordinated.  The  Department’s  alternatives  for  managing  the  costs  of  dually  eligible  beneficiaries  are 
limited  because  of  Medicare’s  obligations  to  pay  for  hospital  inpatient  costs.  The  federal  Medicare  program 
is  the  primary  payor  for  these  beneficiaries,  with  Medi-Cal  as  a  secondary  payor. 

The  Department  is  exploring  the  possibility  of  entering  into  a  partnership  with  the  federal  government 
to  support  a  special  demonstration  project  in  this  area.  Under  capitated  and  shared  savings  arrangements 
with  Medicare,  the  Medi-Cal  program  would  provide  and/or  arrange  for  coordinated  services,  including 
medical  case  management  of  these  individuals  in  order  to  avoid  unnecessary  and  more  costly  institutional 
days.  As  part  of  this  effort,  the  Department  will  continue  to  pursue  replication  of  the  pilot  project,  Programs 
of  All  Inclusive  Care  for  the  Elderly  (PACE)  and  other  ways  of  providing  comprehensive,  life-long  medical 
arrangements  for  frail  elderly  persons. 
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CHAPTER  5.  THE  DEPARTMENT’S  PLANS  FOR  THE  EXPANSION  OF 
THE  MEDI-CAL  MANAGED  CARE  PROGRAM:  THE  TWO-PLAN  MODEL 

From  the  considerable  body  of  public  comment  generated  by  the  January  1993  release  of  the  draft 
of  this  Strategic  Plan,  the  State  has  developed  an  approach  for  the  expansion  of  Medi-Cal  managed  care 
in  the  regions  designated  for  expansion.  This  approach  has  been  designed  to  promote  the  delivery  of 
quality  health  care,  to  generate  long-term  fiscal  benefits,  and  to  contribute  to  the  integration  of  public  and 
private  health  care  delivery  mechanisms.  At  the  same  time,  this  approach  is  intended  to  balance  a  number 
of  compelling  but  potentially  competing  needs: 

o  Medi-Cal  beneficiaries  must  have  improved  access  to  mainstream  health  care; 

o  Local  elected  and  governmental  officials,  providers,  and  community-based  organizations  -  all 
stakeholders  in  the  process-  should  have  some  control  over  the  development  of  managed  care  in 
their  communities; 

o  Existing  private  managed  care  plans  must  have  an  opportunity  to  share  their  expertise  in  effectively 
providing  quality  health  care; 

o  The  State,  as  payor  of  Medi-Cal  services,  must  have  adequate  oversight  and  control  of  both  the 
quality  and  cost  of  care  provided  by  managed  care  contractors; 

o  The  existing  network  of  safety  net  providers  must  be  sustained,  not  just  for  their  role  in  caring  for 
Medi-Cal  beneficiaries,  but  for  the  essential  role  they  play  in  providing  care  to  the  unsponsored  poor 
in  their  communities.  The  following  approach  strikes  a  balance  among  these  needs. 


The  Two-Plan  Model 

In  each  of  the  regions  designated  for  expansion,  the  Department  will  contract  with  one  locally- 
developed  comprehensive  managed  care  system  (referred  to  as  the  local  initiative)  and  one  non- 
governmentally-operated  HMO  (referred  to  as  the  mainstream  plan)  which  will  be  selected  through  a 
competitive  bid  process  to  provide  medical  care  to  certain  Medi-Cal  beneficiaries  for  a  capitated  fee. 
Beneficiaries  in  each  region  will  be  given  a  choice  between  these  two  managed  care  plans.  Each  of  these 
plans  must  offer  beneficiaries  the  opportunity  to  choose  among  the  primary  care  providers  in  the  plan’s 
network  and  to  change  primary  care  providers  if  the  beneficiaries  are  dissatisfied.  As  a  condition  of 
contracting  with  the  State  for  the  provision  of  Medi-Cal  services,  both  plans  will  be  held  to  a  uniform  set  of 
requirements  for  quality  of  care  and  reimbursement,  as  well  as  other  requirements  described  in  Chapter  9 
of  this  Plan  and  in  State  and  federal  law  Chapter  15. 

Local  Initiative 

One  local  initiative  will  be  created  in  each  area  designated  for  Medi-Cal  managed  care  expansion. 
This  plan  will  be  responsible  for  providing  or  arranging  for  all  covered  health  care  services  for  the  majority 
of  Medi-Cal  beneficiaries  in  the  region  on  a  capitated,  full-risk  basis. 

One  of  the  principles  guiding  the  transition  to  managed  care  is  that  enhanced  local  control  will 
improve  accountability.  Consistent  with  this  principle,  it  is  the  Department’s  intent  to  provide  local 
stakeholders  with  maximum  flexibility  in  designing  a  managed  care  plan  that  reflects  the  needs  and  priorities 
of  the  community  that  it  serves.  The  Department  will  enter  into  contracts  with  these  locally-developed 
managed  care  plans  under  either  the  statute  which  authorizes  it  to  contract  with  COHSs  or  the  broader 

contracting  authority  permitted  under  Chapter  722,  Statutes  of  1992  (SB  485).  This  local  initiative  may  take 
any  of  the  following  forms: 
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A  health  care  consortium,  in  which  local  stakeholders  share  governance  of  an  organization  that 
is  responsible  for  administering  Medi-Cal  managed  care; 

A  County  Organized  Health  System  (COHS)  "Look-A-Like",  in  which  the  County  Board  of 
Supervisors  establishes  an  entity  for  purposes  of  administering  the  locally-developed  managed  care  plan. 
The  principal  difference  between  the  local  initiative  proposed  here  and  the  COHSs  in  operation  or  under 
development  in  Santa  Barbara,  San  Mateo,  Orange,  Santa  Cruz  and  Solano  counties,  is  that  in  expansion 
regions,  the  local  initiative  will  operate  as  one  of  two  managed  care  plans,  not  as  the  exclusive  managed 
care  contractor. 

Any  alternative  system  developed  by  local  stakeholders  that  meets  the  requirements  of  state  and 
federal  law  and  the  quality,  cost,  and  access  criteria  described  in  Chapter  9  of  this  document,  beginning  on 
page  37. 

Some  counties  have  expressed  interest  in  developing  plans,  such  as  the  COHS,  that  would  operate 
as  exclusive  managed  care  providers  in  a  region.  While  the  Department  supports  efforts  on  the  part  of 
counties  to  organize  local  stakeholders  for  a  managed  care  environment,  the  Department  will  not  support 
an  exclusive-contract  arrangement  in  areas  it  has  designated  for  expansion.  The  Department  has  taken  this 
position  for  a  number  of  reasons: 

o  First,  in  its  role  as  prudent  purchaser  of  Medi-Cal  services,  the  Department  is  better  able  to  maintain 
adherence  to  reasonable  reimbursement  rates  if  there  is  more  than  one  managed  care  contractor 
in  a  region.  If  a  substantial  number  of  Medi-Cal  beneficiaries  were  enrolled  in  systems  where  there 
was  only  one  contractor  in  a  region,  the  Department  would  not  be  in  a  strong  position  to  negotiate 
reimbursement  rates  on  behalf  of  the  State.  For  a  large-scale  transition  to  managed  care,  like  the 
one  envisioned  in  this  Plan,  it  is  essential  for  the  Department  to  have  at  least  one  alternative  plan 
operating  in  a  region  that  can  serve  as  a  benchmark  for  negotiations. 

o  Second,  the  Department  must  be  able  to  maintain  a  similar  ability  to  leverage  adherence  to  quality 
and  access  standards.  As  the  agency  responsible  for  oversight  of  Medi-Cal  managed  care  plans, 
the  Department  must  have  the  ability  to  enforce  state  and  federal  quality  of  care  and  access 
requirements.  This  can  better  be  achieved  when  beneficiaries  have  a  choice  of  managed  care  plans 
in  a  region. 

o  Third,  the  Department  must  ensure  that  Medi-Cal  beneficiaries  are  able  to  choose  to  enroll  in  a 
health  plan  that  also  provides  care  to  privately  insured  individuals,  consistent  with  the  Legislative 
intent  expressed  in  Section  14000  of  the  Welfare  and  Institutions  Code.  The  Department  has  no 
reason  to  question  the  quality  of  care  provided  to  beneficiaries  in  the  two  existing  COHSs  in  Santa 
Barbara  and  San  Mateo.  On  a  larger  scale,  and  as  a  statewide  policy,  however,  the  Department  is 
concerned  that  a  transition  to  managed  care  that  excludes  commercial  HMOs  has  the  potential  to 
institutionalize  a  two-tiered  health  care  delivery  system,  with  privately-insured  individuals  obtaining 
care  from  commercial  plans  and  Medi-Cal  beneficiaries  obtaining  care  from  county-operated  plans. 
If  the  State  ever  is  to  achieve  the  long-range  goal  of  seamless  health  care  delivery,  both  private  and 
public  managed  care  plans  must  participate  in  the  Medi-Cal  Program.  The  Department  believes, 
therefore,  that  it  is  crucial  to  the  success  of  the  large-scale  transition  to  managed  care  that  is 
envisioned  in  this  Plan  to  include  a  substantial,  direct-contracting  role  for  mainstream  commercial 
managed  care  plans. 

o  Fourth,  federal  law  precludes  any  further  expansion  of  exclusive  contracts  with  county-operated 
systems.  Given  the  concerns  raised  above,  the  Department  does  not  plan  to  seek  a  federal  law 
change. 
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Role  of  County  Government.  In  regions  designated  for  expansion,  the  County  Board  of 
Supervisors  will  be  given  the  first  opportunity  to  initiate  the  development  of  a  local  initiative.  Specifically, 
Boards  of  Supervisors  in  regions  designated  for  expansion  will  have  until  July  1,  1993  to  advise  the 
Department  of  their  interest.  Once  such  notice  is  given,  the  county  will  be  responsible  for  creating  a  local 
initiative.  Consistent  with  previous  proposals  for  COHSs  (such  as  those  in  Santa  Barbara  and  San  Mateo 
counties),  however,  local  initiatives  that  are  proposed  by  Boards  of  Supervisors  must  demonstrate 
substantial  support  from  traditional  Medi-Cal  providers  and  safety  net  providers. 

If  the  Board  of  Supervisors  in  a  region  is  not  interested  in  participating  in  the  development  of  a 
local  initiative  under  the  conditions  described  in  this  document,  the  Department  will  entertain  proposals  from 
other  parties  in  the  region.  That  is,  if  the  Board  of  Supervisors  in  a  county  either  notifies  the  Department 
by  June  30,  1993  specifically  that  it  declines  to  participate  in  developing  a  local  initiative,  or  it  gives  the 
Department  no  notice  at  all  by  that  date,  then  local  stakeholders  will  have  an  additional  two  months  (until 
August  31,  1993)  to  develop  and  submit  a  proposal  for  a  local  initiative  which  includes  assurances  that  the 
local  initiative  will  meet  the  requirements  of  state  and  federal  law  and  the  cost,  access  and  quality  criteria 
described  in  this  Plan. 

It  is  important  to  note  that  all  the  Department  expects  to  receive  within  this  time  period  is  a 
commitment  from  local  stakeholders  about  their  intent  to  develop  a  local  initiative  within  the  parameters 
described  in  this  plan.  Local  stakeholders  in  each  region  will  have  two  years  to  actually  develop  the 
managed  care  plan,  during  which  time  they  will  be  required  to  submit  several  increasingly  detailed  versions 
of  their  design.  (See  page  58  of  this  document  for  additional  details  about  the  timetable  for  implementation 
of  local  initiatives.) 

Local  Strategic  Planning  Process.  Throughout  the  development  of  the  local  initiative,  stakeholders 
should  participate  in  a  strategic  planning  process,  identifying  local  needs  and  priorities  and  drawing  upon 
the  varied  expertise  of  provider  groups  in  the  area  so  that  the  resulting  managed  care  plan  is  broadly 
representative  of  local  needs  and  wishes. 

Governance  Structure  of  Local  Initiatives.  Consistent  with  the  objective  that  stakeholders  control 
the  development  and  implementation  of  their  systems,  the  Department  will  not  prescribe  the  membership 
in  the  governance  structure  of  the  local  initiative.  Examples  of  effective,  successful  governance  bodies  exist 
in  San  Mateo  and  Santa  Barbara  counties,  and  local  stakeholders  in  expansion  regions  may  well  look  to 
these  systems  for  precedent  and  guidance.  The  Department  will  entertain  any  approach,  however,  that 
meets  the  objectives  and  requirements  established  and  referred  to  in  this  Plan,  as  long  as  the  proposed 
approach  reflects  an  effort  to  include  major  representation  of  both  provider  and  beneficiary  groups. 

Multi-County  Options.  Two  or  more  regions  may  jointly  develop  and  operate  a  local  initiative, 
provided  that  the  proposal  meets  all  of  the  requirements  described  in  Chapter  9  (beginning  with  page  37) 
of  this  document,  as  well  as  other  requirements  of  state  and  federal  law. 

Mainstream  Plan 

In  keeping  with  the  principles  guiding  its  transition  to  managed  care,  the  Department  will  contract  for  Medi- 
Cal  services  with  one  non-governmentally  operated  HMO  (mainstream  plan)  in  each  region.  There  are  two 
compelling  reasons  for  having  just  one  mainstream  plan  enrolling  Medi-Cal  beneficiaries  in  each  region: 

o  First,  it  assures  that  the  mainstream  plan  will  have  a  sufficient  number  of  enrolled  beneficiaries  to 
maintain  its  financial  viability.  Research  has  shown  that,  without  at  least  30,000  enrollees,  an  HMO 
cannot  sufficiently  spread  risk.  In  addition,  an  HMO  needs  to  maintain  a  substantial  number  of 
enrollees  to  obtain  the  kinds  of  economies  of  scale  necessary  to  keep  costs  down. 
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o  Second,  it  eliminates  the  potential  for  undesirable  competition  among  multiple  managed  care  plans. 
Competition  among  a  limited  number  of  managed  care  plans  can  improve  quality  and  reduce  costs; 
however  competition  among  numerous  plans  for  Medi-Cal  beneficiaries  in  a  limited  geographic  area 
has  the  potential  to  adversely  affect  quality  of  care,  and  creates  the  potential  for  marketing  abuses. 

o  Third,  having  only  one  mainstream  plan  in  a  region  (in  addition  to  only  one  local  initiative)  will  allow 
the  Department  to  focus  its  staff  resources  to  maximize  its  ability  to  monitor  for  quality  and  access. 


The  Department  will  select  the  mainstream  plan  for  each  region  through  a  competitive  "invitation  for 
bid"  (IFB)  process,  as  permitted  under  the  provisions  of  the  Waxman-Duffy  Prepaid  Health  Plan  Act.  One 
exclusive  Knox-Keene  licensed  HMO  contract  will  be  offered  as  the  only  alternative  to  the  local  initiative  for 
Medi-Cal  beneficiaries  in  each  region.  The  Department  will  consider  joint  ventures  among  several  HMOs, 
however,  to  meet  the  single  contract  requirement.  In  all  regions  designated  for  expansion,  HMOs  will  be 
invited  to  bid. 

In  some  of  the  larger  designated  regions,  the  Department  will  consider  defining  sub-regions  and 
awarding  a  mainstream  plan  contract  in  each  of  them,  based  on  the  IFB  process  described  above.  This  will 
be  done  only  after  the  Department  has  determined  that  no  single  mainstream  plan  in  the  region  has  the 
interest,  capacity,  or  ability  to  serve  the  number  of  Medi-Cal  beneficiaries  necessary  to  meet  the  HMO 
enrollment  minimum  in  the  region. 

Contingency  Options  in  Designated  Regions 

Within  a  region,  if  there  is  insufficient  interest  on  the  part  of  either  the  local  stakeholders  or  the 
HMOs  in  participating  in  the  transition  to  managed  care  for  Medi-Cal  beneficiaries,  the  Department  will 
proceed  as  follows  to  ensure  that  the  beneficiaries  have  access  to  and  choice  of  quality  health  plans: 

(a)  If  there  is  no  interest  on  the  part  of  the  Board  of  Supervisors  or  a  group  of  stakeholders  in  creating 
a  local  initiative,  the  Department  will  contract  with  two  HMOs  to  enroll  all  of  the  Medi-Cal  managed 
care  eligible  beneficiaries  in  the  designated  region. 

(b)  If  no  HMO  in  a  region  is  interested  in  participating  as  a  Medi-Cal  managed  care  provider,  the 
Department  will  not  delay  the  implementation  of  the  local  initiative  while  seeking  HMO  participation. 
Specifically,  the  Department  will  continue  working  to  bring  up  the  local  initiative  to  serve  the 
proportion  of  beneficiaries  allowed  under  the  plan's  maximum  enrollment  target.  The  Department 
will  continue  to  solicit  HMO  participation  for  the  remainder  of  the  population,  in  order  to  ensure  that 
there  are,  ultimately,  two  plans  operating  in  each  region.  Until  the  mainstream  plan  contract  is 
awarded  to  an  HMO  in  that  region,  some  eligible  beneficiaries  will  remain  in  FFS.  During  this  time, 
the  Department  will  implement  enhanced  HCO  and  automatic  managed  care  enrollment,  as 
described  in  Chapter  12. 

Designation  of  Geographic  Areas  for  the  Expansion  of  Managed  Care 

In  making  decisions  about  which  geographic  regions  of  the  state  to  designate  for  the  expansion  of 
Medi-Cal  managed  care,  consistent  with  the  intent  of  SB  485  and  in  concert  with  the  principles  stated  in 
Chapter  3  of  this  document,  the  Department  developed  criteria  for  assessing  the  likelihood  of  successful 
implementation  of  the  two-plan  approach.  By  applying  these  criteria  to  all  areas  of  the  State-other  than 
those  already  designated  for  COHS  or  GMC-the  Department  identified  certain  counties  in  which  to 
concentrate  its  expansion  efforts  over  the  next  four  to  five  years,  as  well  as  other  counties  in  which  moving 
Medi-Cal  beneficiaries  into  managed  care  will  require  special  developmental  efforts  and  a  longer  time  frame. 

In  order  to  be  selected  for  immediate  Medi-Cal  managed  care  expansion,  counties  had  to  have  a 
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minimum  of  45,000  beneficiaries  in  the  specified  eligibility  categories  and  had  to  meet  at  least  one  of  these 
two  criteria: 

o  Interest  in  managed  care  expansion  demonstrated  by  county  leaders  during  the  public  comment 
period  on  the  Draft  Strategic  Plan  or  expressed  in  the  form  of  an  application  to  the  Department  to 
create  a  managed  care  plan;  or 

o  A  significant  existing  market  presence  of  Medi-Cal  managed  care  plans  or  a  significant  expressed 
interest  in  this  market.  Expansion  of  managed  care  will  occur  in  counties,  in  regions  within  counties, 
or  in  regions  made  up  of  two  or  more  counties.  When  beneficiaries  are  distributed  in  a  county  in 
such  a  way  that  the  two  managed  care  plans  can  serve  them  all  adequately  and  efficiently,  the 
county  will  be  the  geographic  area  for  expansion. 


In  some  counties,  however,  there  are  areas,  usually  rural,  where  the  eligible  beneficiaries  are  so 
sparsely  distributed  that  the  plans  cannot  serve  them  adequately.  In  these  situations,  the  rural  areas  may 
be  held,  or  "carved,"  out  of  the  managed  care  expansion.  The  remaining  part  of  the  county  will  constitute 
the  region  for  managed  care  expansion.  In  the  "carved  out"  areas,  the  Department  and  community  may 
pursue  other  options,  such  as  FFS  managed  care. 

Yet  other  counties  have  such  large  numbers  of  managed  care  eligible  beneficiaries  that  they  may 
be  divided  into  smaller  regions,  each  with  its  own  mainstream  plan. 

Finally,  in  some  cases,  two  or  more  counties  may  decide  mutually  to  create  a  joint  local  initiative 

plan. 


Non-Designated  Regions.  With  the  exception  of  implementing  fee-for-service  managed  care  and 
other  special  projects,  the  Department  does  not  intend  to  implement  any  additional  managed  care  expansion 
efforts  in  any  region  of  the  State  beyond  the  thirteen  counties  identified  above,  the  three  COHSs  in 
development  in  Orange,  Santa  Cruz  and  Solano  Counties,  and  the  Sacramento  GMC  pilot.  However,  the 
Department  recognizes  that  negotiations  with  County  Medical  Services  Program  (CMSP)  counties  regarding 
the  future  of  that  program  are  ongoing,  and  some  of  these  counties  may  submit  proposals  to  contract  for 
the  implementation  of  managed  care  systems  that  would  be  appropriate  in  a  rural  setting.  The  Department 
will  work  with  these  counties  in  the  context  of  the  negotiations.  Beyond  this,  no  further  expansion  will  be 
considered  unless  additional  staff  and  funding  are  made  available  for  this  purpose. 
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Managed  Care  Expansion  Counties 
Table  1 


County 

Managed  Care 
Eligibles  1 

Benef.in  Voluntary 
Enrollment2Categories 

Total  Medi-Cal 

Bene  ficiaries  3 

Alameda 

120,712 

58,494 

179,206 

Contra  Costa 

56,257 

27,249 

83,506 

Fresno 

137,985 

50,024 

188,009 

Kern 

72,322 

33,340 

105,662 

Los  Angeles 

1,005,461 

526,328 

1,531,789 

Riverside 

115,945 

48,462 

164,407 

San  Bernardino 

207,429 

62,458 

269,887 

San  Diego 

217,505 

100,540 

318,045 

San  Francisco 

52,416 

55,826 

108,242 

San  Joaquin 

80,871 

31,026 

111,897 

Santa  Clara 

105,326 

60,686 

166,012 

Stanislaus 

55,835 

23,124 

78,959 

Tulare 

61,294 

28,169 

89,463 

Total 

2,289,358 

1,105,726 

3,395,084 

Source:  DHS  "Persons  Certified  Eligible  for  Medi-Cal"  Sept.  1992 

Report  #RS-CEL1 06-RQ09 

Includes,  PA-AFDC,  Medically  Indigent  Children  and  Medically  Needy  Families  no  Share  of  Cost. 
Includes  all  aid  categories  other  than  those  in  1 
Sum  of  all  beneficiaries. 
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Minimum  and  Maximum  Enrollment 

The  Department  will  set  enrollment  levels  which  ensure  that  the  local  initiative  has  a  stable  volume 
of  business  to  support  the  participating  traditional  and  safety  net  providers  and  which  allow  the  mainstream 
plans  sufficient  volume  of  business  to  maintain  their  economic  viability,  while  allowing  Medi-Cal  beneficiaries 
a  choice. 

In  developing  the  methodology  for  determining  the  enrollment  size  of  the  local  initiative  and 
mainstream  plan,  the  Department  needed  to  address  three  significant  concerns.  First,  the  Department  is 
concerned  with  the  potential  de-stabilizing  effect  that  would  occur  if  large  numbers  of  Medi-Cal  patients  were 
shifted  away  from  safety  net  facilities.  Second,  the  minimum  enrollment  for  the  local  initiative  and  the 
mainstream  plan  needs  to  be  sufficient  to  insure  their  financial  viability.  Third,  the  capacity  of  both  plans 
must  be  large  enough  to  guarantee  true  beneficiary  choice  between  managed  care  plans  and  among 
providers  within  plans.  This  balance  is  embodied  in  the  following  method  for  determining  the  minimum 
enrollment  floor  and  maximum  enrollment  target  for  the  two  managed  care  models  in  each  area. 

Minimum  Enrollment  Levels.  A  recent  review  of  national  managed  care  experience  published  in 
the  New  England  Journal  of  Medicine  indicated  that  a  population  of  30,000  can  support  three  managed  care 
plans  operating  independent  primary  care  networks,  but  sharing  the  same  inpatient  hospital  services.  The 
Department  has  established  a  minimum  total  enrollment  level  of  30,000  as  the  floor  for  each  of  the  plans. 
This  level  will  allow  the  plans  to  spread  their  risk  sufficiently  and  will  also  provide  beneficiaries  a  choice 
among  several  providers  within  each  plan. 

Under  existing  federal  law,  both  the  mainstream  and  local  initiative  plans  will  have  to  meet  federal 
case  mix  requirements.  (See  page  56  for  a  complete  discussion  of  the  federal  75/25  case  mix  requirement.) 
In  short,  under  the  federal  rule,  not  more  than  75%  of  a  Medicaid  managed  care  plan’s  enrollees  may  be 
Medicaid  and/or  Medicare  beneficiaries. 

The  application  of  the  federal  case  mix  rule  to  the  30,000  minimum  total  enrollment  level  for  either 
plan  is  reflected  below: 

o  Minimum  Total  Number  of  Enrollees  Per  Plan 

o  Non-Medi-Cal  or  Medicare  Enrollees  under 

federal  case  mix  rule  (25%  of  Total  Enrollees). 

o  Medicaid  Enrollees  under 

federal  case  mix  rule  (75%  of  Total  Enrollees). 

The  minimum  Medi-Cal  enrollment  for  each  of  the  two  plans,  then,  is  22,500  beneficiaries. 

All  of  the  designated  counties  have  at  least  52,000  managed  care  eligible  beneficiaries,  with  a  range 
of  52,000  to  1.5  million  (See  Table  1,  page  18)  and  are,  thus,  capable  of  providing  the  minimum  enrollment 
level  to  both  plans  in  each  county. 

Maximum  Enrollment  Levels.  The  maximum  enrollment  limits  for  either  plan  in  a  region  will  have 
to  be  computed  specifically  by  region.  The  Department  will  do  this,  in  consultation  with  the  Counties, 
during  the  technical  assistance  phase  built  into  the  planning  process.  In  computing  the  maximum 
enrollment  limit,  the  following  will  be  taken  into  account. 

DSH  days  will  be  used  as  the  surrogate  measure  for  safety  net  hospital  utilization  since  the  DSH 
formula  factors  in  the  Medi-Cal  utilization  and  the  level  of  indigent  care  provided. 


30,000 

7.500 

22.500 
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The  impact  of  the  enrollment  of  beneficiaries  in  the  mainstream  plan  on  supplemental  DSH  payments 
will  be  factored  into  the  computation.  This  process  will  consider  the  potential  negative  impact  on  DSH  days 
and  the  Department  will  evaluate  the  additional  acute  inpatient  hospital  days  contributed  by  the  non-enrolled 
Medi-Cal  beneficiaries. 

In  evaluating  the  impact  of  enrollments  in  the  mainstream  plan,  the  assumption  is  that  all  the  acute 
inpatient  hospital  days  from  the  mainstream  plan  will  be  diverted  away  from  safety  net  facilities.  This  is 
being  done  to  use  the  most  conservative  estimates  possible  in  supporting  the  safety  net. 

A  second  factor  to  be  considered  will  be  the  number  of  acute  inpatient  hospital  days  attributable 
to  the  non-managed  care  Medi-Cal  eligible  beneficiaries. 

In  order  to  use  the  most  conservative  estimate  possible  in  computing  the  impact  of  the  mainstream 
plan  enrollment  on  the  safety  net,  the  Department  will  utilize  the  significantly  lower  acute  inpatient  hospital 
utilization  rate  of  the  managed  care  eligible  beneficiaries.  This  utilization  rate  is  less  than  half  of  the  non- 
managed  care  eligible  aid  categories’  utilization  rate.  Specifically,  the  hospital  utilization  rate  for  managed 
care  eligibles  is  about  463  days  per  thousand,  while  the  hospital  utilization  rate  for  the  non-managed  care 
eligible  aid  categories  is  over  1100  days  per  thousand.  We  are  using  the  lower  number  in  applying  a 
utilization  rate  to  compute  the  effect  of  the  non-managed  care  eligibles  to  achieve  the  estimate  that  will  be 
the  most  supportive  of  the  safety  net.  In  practice,  the  Department  expects  to  set  a  maximum  enrollment 
for  the  mainstream  plan  at  approximately  30-40%  of  the  total  Medi-Cal  managed  care  eligibles  in  most 
counties. 

To  illustrate:  If  there  are  75,000  total  beneficiaries  in  a  County  and  51 ,000  are  managed  care  eligible, 
and  the  total  DSH  acute  inpatient  hospital  days  are  17,250,  then  the  minimum  enrollment  limits  would  be 
computed  as  follows: 


Local  Initiative  Managed  Care  Eligibles 

28,500  75,000 

17,250* 


Mainstream  Plan 
22,500 


Enrollment 
DSH  Days 


*  These  days  will  be  achieved  by: 

1.  28,500  managed  care  eligible  beneficiaries  using  .463  days/beneficiary  =13,195  days. 

2.  The  balance  of  DSH  days  (17,250-13,195  =  4,055)  will  be  achieved  by  the  non-managed  care 
eligibles.  In  this  example,  there  are  24,000  beneficiaries  in  aid  categories  that  will  not  be  initially 
enrolled  in  either  managed  care  plan.  These  24,000  beneficiaries  will  utilize  11,112 

[24,000  X  .463]  acute  inpatient  hospital  days.  (Note  that  we  are  using  the  .463  days  utilization 
number  which  is  less  than  half  of  the  actual  1.117  utilization  rate  for  these  aid  categories.)  These 
days,  if  they  are  utilized  in  DSH  will  more  than  make  up  the  4,055  days  needed  to  guarantee  the 
DSH  supplemental  payments. 


This  example  is  meant  to  illustrate  the  proposed  methodology  only.  Specific  enrollment  limits  will 
be  computed  for  each  county  in  consultation  with  the  affected  stakeholders. 


If  there  is  a  county  where  the  enrollment  in  the  mainstream  plan  would  be  large  enough  to 
potentially  disrupt  the  DSH  payments  supporting  the  safety  net,  the  Department  will  require  that  the 
mainstream  plan  contract  with  DSH  hospitals  for  its  inpatient  care.  The  Department  will  re-evaluate  and 
revise  these  enrollment  limits  every  two  years  based  on  their  impact  on  safety  net  providers,  beneficiary 
choice,  and  the  performance  of  the  mainstream  plan  and  the  local  initiative.  Should  national  health  reform 
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provide  a  source  of  funding  for  care  to  the  currently  uninsured,  DSH  considerations  in  setting  enrollment 
limits  would  be  phased  out. 

Elimination  Of  Fee-For-Service 

When  the  two-plan  model  is  implemented  in  a  region,  the  Medi-Cal  FFS  option  will  be  discontinued 
for  covered  beneficiaries  except  for  services  that  may  be  excluded  from  managed  care  coverage.  Medi-Cal 
providers  wishing  to  continue  to  provide  services  to  beneficiaries  specified  in  the  Plan  must  become 
members  of  a  participating  managed  care  plan’s  network. 

Services  provided  to  beneficiaries  during  retroactive  periods  of  eligibility  prior  to  their  enrollment  in 
a  managed  care  plan  will  be  covered  by  the  FFS  program. 

Covered  Aid  Groups 

Aid  to  Families  With  Dependent  Children.  The  following  aid  groups  are  covered  by  the  managed 
care  models  to  be  described  in  this  Plan: 

o  Aid  to  Families  With  Dependent  Children  (AFDC). 

o  AFDC-Linked  Medi-Cal  Medically  Needy  Only  With  No  Share  of  Cost  (MNNSOC). 
o  Medically  Indigent  Children. 

These  covered  aid  groups  represent  approximately  67  percent  of  all  Medi-Cal  beneficiaries  statewide. 

Optional  Aid  Groups 

Supplemental  Security  Income  Program.  Medi-Cal  beneficiaries  in  the  following  aid  groups  will 
not  be  required,  under  the  terms  of  the  Plan,  to  enroll  in  a  managed  care  plan;  however,  they  may  join  a 
plan  voluntarily  if  the  plan  has  the  capacity  and  covers  these  aid  groups  under  their  Medi-Cal  contract. 

o  Medi-Cal  beneficiaries  receiving  Supplemental  Security  Income  (SSI)  grants,  i.e.,  the  aged, 
blind  and  disabled. 

o  SSI-linked  Medi-Cal  MNNSOC. 

SSI  and  SSI-linked  Medi-Cal  beneficiaries  are  not  initially  subject  to  mandatory  participation  under 
the  model  described  in  this  Plan  for  two  reasons.  First,  members  of  these  groups  are  much  more  likely  to 
have  an  established  relationship  of  long-standing  duration  with  a  health  care  provider.  Second,  a  significant 
proportion  of  the  care  provided  to  these  beneficiaries  is  financed  directly  by  the  Medicare  Program.  A 
decision  to  require  SSI  beneficiaries  to  enroll  in  managed  care  requires  further  assessment  taking  into 
account  the  issues  of  Medicare  coverage  and  financing. 

Medicare-eligible  Beneficiaries.  The  provisions  of  the  Plan  governing  the  "covered"  aid  groups  are 
unaffected  by  whether  or  not  a  beneficiary  has  Medicare  coverage.  SSI  and  SSI-linked  beneficiaries,  who 
are  the  most  likely  to  have  Medicare  coverage,  are  not  required  to  enroll  in  a  health  plan  under  the  terms 
of  the  Plan. 

Foster  Children.  Local  child  welfare  services  (CWS)  agencies  are  responsible  for  assuring  that 
children  removed  from  their  homes  receive  legally-mandated  health  assessments  and  that  children  placed 
in  foster  care  receive  necessary  preventive  services  and  medical  treatment. 

Children  in  foster  care  are  potentially  among  the  most  medically  at-risk  persons  covered  by  the 
Medi-Cal  Program.  This  potential  makes  a  strong  argument  for  including  foster  children  in  an  organized  and 
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comprehensive  managed  care  delivery  system  where  timely  access  to  preventive  services,  early  intervention, 
primary  care,  and  other  necessary  treatment  can  be  guaranteed  and  coordinated. 

Inclusion  of  Medi-Cal  eligible  foster  children  as  covered  beneficiaries  will  be  discussed  with  each 
county  and  evaluated  on  a  county-by  county  basis.  One  critical  factor  in  the  decision  to  include  foster 
children  or  not  will  be  local  CWS  agencies’  plans  to  arrange  for  health  care  for  their  foster  children  through 
an  organized  and  coordinated  system  of  care. 

Share  of  Cost  Beneficiaries.  Medi-Cal  share  of  cost  (SOC)  beneficiaries  are  individuals  who  must 
pay  a  portion  of  the  cost  of  their  care  each  month  before  Medi-Cal  coverage  becomes  effective.  The  amount 
of  each  SOC  beneficiary's  out-of-pocket  expense  varies  depending  on  the  beneficiary’s  income  and 
resources. 

SOC  beneficiaries  may  be  covered  under  the  two-plan  model  but  only  under  the  local  initiative. 
Inclusion  of  SOC  beneficiaries  under  COHS  has  worked  well  because  the  COHSs  generally  have  remained 
aligned  with  the  Medi-Cal  FFS  system.  Because  of  the  unpredictable  timing  of  eligibility  for  services  and  the 
range  in  out-of-pocket  requirements  for  these  beneficiaries,  it  has  not  been  feasible  for  the  Department  to 
include  them  in  Medi-Cal  HMO  contracts.  Inclusion  of  SOC  beneficiaries  in  the  local  initiative  will  be  a  local 
decision. 

Excluded  Services 

Under  this  Plan,  the  Department  does  not  contemplate  excluding  from  coverage  any  of  the  basic 
services  provided  under  the  Medi-Cal  fee-for-service  program.  Benefits  exclusions  under  existing  managed 
care  contracts  are  minimal  and  typically  relate  to  high-cost  and  difficult  to  predict  procedures  like  major 
organ  transplants. 

If  a  covered  Medi-Cal  benefit  is  specifically  excluded  from  coverage  by  a  managed  care  plan  and 
is  not  provided  through  specific  alternative  arrangements  (e.g.,  a  single  service  managed  care  plan),  the 
service  will  be  available  out-of-plan  through  by  the  Medi-Cal  FFS  program.  In  such  circumstances,  the 
Department  does  not  expect  to  disenroll  the  beneficiary  from  his/her  health  plan.  The  responsibility  for 
arranging  for  the  provision  of  the  excluded  service(s)  will  remain  with  the  responsible  managed  care  plan. 

California  Children’s  Services  Program  (CCS).  As  a  general  policy,  CCS-mandated  services 
provided  to  children  accepted  for  care  under  the  CCS  Program  will  be  excluded  from  coverage  by  the 
managed  care  plans  operating  under  the  Plan  and  delivered  and  paid  for  through  existing  CCS  and  Medi-Cal 
Program  arrangements.  See  page  32  for  a  more  detailed  discussion. 
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CHAPTER  6.  THE  ROLE  OF  TRADITIONAL  AND  SAFETY  NET  PROVIDERS 

As  the  State  moves  to  transform  the  Medi-Cal  delivery  system  into  a  managed  care  environment, 
it  must  pay  close  attention  to  the  role  played  by  traditional  and  safety  net  providers  in  the  current  system 
and  the  impact  this  transition  will  have  not  only  on  these  providers,  but  on  those  to  whom  they  provide  care. 
Since  traditional  and  safety  net  providers  often  are  the  main  source  of  primary  care  for  both  Medi-Cal 
beneficiaries  and  medically  indigent  persons,  they  frequently  are  the  principal  means  for  assuring  continuity 
of  care  for  individuals  and  families  who  move  onto  and  off  Medi-Cal  eligibility.  The  approach  presented  in 
this  Plan  potentially  could  result  in  a  substantial  shift  of  Medi-Cal  revenues  away  from  traditional  and  safety 
net  providers  in  designated  regions  if  they  do  not  affiliate  with  the  managed  care  systems  that  will  be 
established.  Since  the  Medi-Cal  patients  seen  by  traditional  and  safety  net  providers  often  are  the  best  (and 
in  some  cases  only)  paying  patients,  losing  Medi-Cal  revenues  may  seriously  erode  the  ability  of  many  such 
providers  to  continue  to  operate. 

The  following  definitions  will  apply  in  discussion  of  the  role  of  traditional  and  safety  net  providers 
in  the  transformation  of  Medi-Cal  to  a  managed  care  environment. 

Traditional  providers  are  those  which  historically  have  delivered  services  to  Medi-Cal  beneficiaries. 
For  the  purposes  of  this  Plan,  the  term  includes  medical  and  hospital  providers  only,  either  profit  or  non¬ 
profit  entities,  publicly  or  non-publicly  owned  and  operated.  Many  have  been  Medi-Cal  providers  for  more 
than  twenty  years  and  have  consistently  maintained  a  substantial  Medi-Cal  portion  of  their  practice.  Others 
may  have  become  Medi-Cal  providers  only  within  the  past  five  or  six  years,  but  have  undertaken  the 
responsibility  for  providing  services  to  disproportionate  numbers  of  Medi-Cal  beneficiaries.  While  the  vast 
majority  have  provided  services  under  FFS,  a  significant  number  already  are  affiliated  with  Medi-Cal 
managed  care  plans. 

In  developing  the  definition  of  traditional  provider  that  best  meets  local  needs,  plans  are  encouraged 
to  use  the  experience  of  the  Santa  Barbara  Health  Initiative  (SBHI)  and  the  Health  Plan  of  San  Mateo 
(HPSM)  as  a  guide.  Both  of  these  plans  were  given  broad  latitude  by  the  State  in  identifying  and  involving 
traditional  providers  within  their  communities.  In  both  counties,  for  example,  primary  care  physicians  who 
had  any  Medi-Cal  patients  were  initially  allowed  to  become  plan  providers,  provided  that  they  eventually 
agreed  to  build  up  their  Medi-Cal  patient  caseload  to  125  patients.  This  approach  was  successful  in 
enabling  both  plans  to  offer  enrolled  beneficiaries  the  opportunity  to  select  a  personal  primary  care  physician 
from  a  broad  panel  of  participating  local  providers. 

Safety  net  providers  are  clinical  providers  that  provide  comprehensive  primary  care  and/or 
hospitals  providing  acute  inpatient  services  to  the  medically  indigent  and  special  needs  segments  of  the 
State’s  population.  They  are  the  providers  of  charity  care.  Many  of  these  entities  were  founded  specifically 
to  fulfill  this  mission,  while  others  have  chosen  to  expand  their  services  to  cover  this  population.  Typically, 
they  receive  charitable  or  public  grants  and  contributions  for  the  purpose  of  providing  indigent  health  care. 
Most  safety  net  providers  also  provide  services  to  Medi-Cal  beneficiaries.  For  example,  safety  net  providers 
could  include: 

o  governmentally-operated  health  systems; 

o  community  health  centers,  rural  and  Indian  health  services  centers;  and 

o  disproportionate  share  hospitals,  public  and  university  hospitals,  and  rural  and  children’s  hospitals. 

Traditional  and  safety  net  providers  frequently  are  the  only  source  of  primary  care  for  the  medically 
underserved  populations  within  their  communities.  Typically,  they  are  part  of  or  have  close  links  to  local 
public  health  delivery  systems.  Within  certain  communities,  they  are  viewed  as  the  most  culturally 
appropriate  providers  of  health  care.  They  often  carry  the  burden  of  trauma  care  and  tertiary  care, 
particularly  for  indigent  children. 
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Many  traditional  and  safety  net  providers  have  facilities  which  are  conveniently  located  near  the 
patients  they  serve.  Many  are  minority  or  other  providers  who  have  inspired  confidence  in  their  patients  by 
delivering  services  in  a  culturally  appropriate  manner.  Most  have  been  long-term  providers  of  care  to 
traditionally  underserved  populations  and  have  served  the  Medi-Cal  program  and  its  beneficiaries  loyally 
through  years  of  program  redefinitions  and  budgetary  adjustments. 

A  number  of  Medi-Cal’s  current  PHP  and  PCCM  contractors  meet  the  criteria  for  traditional  and 
safety  net  providers,  and  are  entitled  to  the  support  described  in  this  section.  Participation  of  these  plans 
in  the  two-plan  model  will  assure  continuity  of  care  for  their  Medi-Cal  members.  Further,  in  many  areas  of 
the  State  participation  of  these  plans  and  other  traditional  and  safety  net  providers  in  the  two-plan  model 
may  be  essential  to  assuring  that  there  is  sufficient  capacity  to  serve  the  Medi-Cal  population  within 
contracting  plans. 

Opportunities  for  Traditional  and  Safety  Net  Providers.  The  State  recognizes  that  the  transition 
of  the  Medi-Cal  Program  from  FFS  to  managed  care  poses  serious  challenges  to  traditional  and  safety  net 
providers.  As  this  transition  occurs,  the  State  encourages  traditional  and  safety  net  health  care  providers 
to  affiliate  with  managed  care  plans  during  their  development  in  the  designated  areas. 

In  order  to  preserve  existing  clinical  relationships  among  providers  and  patients,  and  to  retain 
providers  who  are  familiar  with  and  interested  in  caring  for  Medi-Cal  beneficiaries,  the  Department  urges 
safety  net  and  traditional  providers  to  make  the  commitment  now  and  begin  preparations  immediately  to 
develop  and  work  within  the  managed  care  plans  which  will  be  developed  pursuant  to  this  Strategic  Plan. 
While  Medi-Cal’s  current  FFS  arrangements  with  providers  will  not  change  substantially  during  the  period 
that  local  initiatives  and  mainstream  plans  are  developed,  this  should  not  cause  safety  net  and  traditional 
providers  to  ignore  the  reality  of  the  eventual  change. 

The  Department  makes  the  following  assurances  to  traditional  and  safety  net  providers  within  the 
designated  geographic  areas  as  they  plan  for  their  involvement  in  the  Medi-Cal  managed  care  environment: 

o  The  State  will  provide  technical  assistance  which  will  include  suggestions  for  developing  or  obtaining 
access  to  management  information  systems,  expanding  or  developing  provider  networks, 
understanding  and  complying  with  Medi-cal  managed  care  program  requirements,  and  assistance 
in  forming  relationships  with  existing  managed  care  organizations  which  can  provide  ongoing 
training  and  support.  A  more  comprehensive  description  of  technical  assistance  begins  on  page 
72  of  this  document. 

o  The  local  initiative  will  be  required  to  include  all  safety  net  providers  that  agree  to  provide  services 
in  accord  with  the  same  terms  and  conditions  that  the  plan  requires  of  any  other  similar  provider 
that  affiliates  with  the  plan. 

o  The  local  initiative  will  be  required  to  submit  to  the  Department  its  participation  standards  for 
including  traditional  providers.  As  noted  above,  plans  may  wish  to  consider  the  approach  used  by 
the  SBHI  and  the  HPSM  to  involve  traditional  providers  in  their  plans. 

o  The  mainstream  plan  to  be  developed  pursuant  to  this  Plan  is  encouraged  to  include  traditional 
and  safety  net  providers  in  its  network  as  appropriate  to  the  plan's  organization  for  health  care 
delivery.  In  securing  contracts  for  the  mainstream  plans,  the  Department  will  publicize  the  favorable 
weighting  it  will  assign  to  bids/proposals  which  provide  for  the  inclusion  of  traditional  and  safety 
net  providers  within  the  service  delivery  networks  of  private  plans. 
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o  Traditional  and  safety  net  providers  will  be  required  to  comply  with  the  same  quality  assurance 
provisions  applicable  to  any  other  managed  cjre  plan  contracting  with  the  State  for  the  provision 
of  Medi-Cal  services. 


The  State  invites  traditional  and  safety  net  providers  to  begin  to  work,  not  as  discrete  elements,  but 
in  partnership  with  the  State,  to  participate  in  the  transformation  of  Medi-Cal  to  managed  care.  Traditional 
and  safety  net  providers  need  to  set  aside  purely  local  interests  and  differences  and  develop  a  realistic  vision 
and  plan  for  change  within  the  context  for  managed  care  as  proposed  in  this  document. 

The  Role  of  Community  Health  Providers 

Federally  Qualified  Health  Centers  (FQHC).  FQHCs  are  health  centers  which  receive  Public  Health 
Service  (PHS)  grants,  are  located  in  medically  underserved  areas,  and  agree  to  abide  by  PHS  requirements 
in  the  provision  of  health  care  services.  Certain  other  health  centers  which  meet  all  requirements,  except  for 
receiving  federal  grants,  are  referred  to  as  FQHC  "look-a-likes".  In  this  discussion,  the  term  FQHC  will  include 
the  look-a-likes. 

The  State  views  the  approximately  150  FQHCs  within  California  as  important  resources  for  assuring 
access  to  care  for  Medi-Cal  beneficiaries  and  low  income  persons,  particularly  those  who  reside  in  medically 
underserved  areas.  Further,  FQHC  participation  in  managed  care  expansion  is  highly  desirable  for  Medi-Cal 
beneficiaries  and  the  underserved  population  in  general.  Since  federal  law  requires  that  FQHCs  furnish 
primary  care  health  care  services  regardless  of  a  patient’s  ability  to  pay,  these  health  centers  can  promote 
continuity  of  care  for  the  Medi-Cal  population  during  temporary  periods  of  Medi-Cal  ineligibility. 

FQHCs  are  safety  net  providers,  and  therefore  are  accorded  the  assurances  offered  to  such 
providers  by  this  Plan.  FQHCs  also  are  the  only  category  of  clinic  provider  which  has  special  considerations 
under  federal  law  with  regard  to  involvement  in  managed  care.  Their  status  within  the  context  of  this 
Strategic  Plan,  therefore,  needs  special  explanation.  The  following  is  a  discussion  of  relevant  provisions  of 
federal  law. 

FQHC  services  must  be  available  to  the  Medicaid  population.  In  general,  this  means  that  Medi-Cal 
beneficiaries  who  are  enrolled  in  managed  care  plans  may  elect  to  continue  to  receive  services  from  an 
FQHC  whether  the  FQHC  is  an  authorized  provider  under  the  managed  care  plan  or  not.  Exceptions  exist 
when  an  FQHC  has  been  offered  a  cost-based  contract  by  a  managed  care  plan  and  has  refused  it,  or  when 
there  is  more  than  one  FQHC  provider  in  an  area  and  enrollees  have  access  to  FQHC  services  from  FQHC 
providers  which  have  affiliated  with  the  managed  care  plan. 

The  managed  care  plans  which  will  be  developed  in  the  regions  designated  under  this  plan  are  not 
mandated  under  federal  law  to  contract  with  FQHCs;  however,  under  federal  law  the  rights  of  beneficiaries 
to  have  access  to  FQHC  services  may  not  be  waived. 

In  seeking  to  affiliate  with  managed  care  plans,  FQHCs  may  choose  to  accept  capitation,  or  may 
insist  on  being  reimbursed  on  a  cost  basis. 

The  Department  will  not  mandate  that  managed  care  plans  contract  with  FQHCs  on  a  cost- 
reimbursed  basis,  because  it  would  restrict  the  flexibility  plans  need  to  deliver  services  in  a  cost  effective 
manner  and  would  have  the  potential  to  increase  costs  to  the  Medi-Cal  Program.  Such  cost-based  contracts 

are  inconsistent  with  the  nature  of  managed  care  and  are  contrary  to  State  policy;  however,  managed  care 
plans  are  not  precluded  from  entering  into  such  contracts  with  FQHCs. 
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Virtually  all  of  the  Department’s  managed  care  contracts  contain  risk  limitation  provisions  which  call 
for  stop-loss  reimbursements  to  contractors  to  offset  certain  of  their  expenditures  in  excess  of  a  specified 
amount.  In  addition,  the  Department  has  on  occasion  negotiated  contracts  containing  "risk  corridors"  that 
allow  a  contractor  to  limit  maximum  costs  for  a  specified  set  of  services  or  to  cap  losses  at  a  specified 
amount.  The  Department  believes  that  these  risk-limiting  provisions  can  be  used  effectively  by  the  managed 
care  plans  being  established  pursuant  to  this  document  in  negotiating  with  FQHCs  for  provision  of  services. 

Consistent  with  provisions  of  this  plan  relating  to  safety  net  providers,  the  State  encourages  FQHCs 
to  affiliate  with  the  managed  care  plans  which  will  be  developed  within  the  designated  regions  and  to  do 
so  under  at-risk  contracts  which  have  reasonable  excess  risk  limitation  provisions.  As  discussed  in  Chapter 
9  of  this  document,  capitation  payments  to  the  plan  will  be  based  on  the  Department’s  FFS  expenditures, 
one  element  of  which  is  Departmental  reimbursement  of  cost  based  FQHC  contracts.  Accordingly,  the 
managed  care  entities  developed  locally  pursuant  to  this  document,  through  prudent  management  of  fiscal 
resources  provided  them  by  the  State,  will  be  able  to  comply  with  all  legal  requirements  in  assuring  the 
provision  of  FQHC  services  to  the  beneficiary  populations  served. 

Community  and  Rural  Health  Centers 

Community  and  rural  health  centers  represent  an  important  and  experienced  source  of  primary  care 
services  for  Medi-Cal  beneficiaries,  especially  for  high-risk,  low-income  patient  populations.  Frequently, 
clinics  operated  by  local  public  health  agencies,  school  districts,  Indian  and  migrant  health  programs, 
homeless  health  care  programs,  and  others  provide  culturally  appropriate  environments  which  serve  as  the 
principal  delivery  mechanism  for  local  public  health  program  services. 

Studies  have  demonstrated  that  community  and  migrant  health  centers  furnish  care  of  good  quality. 
Health  centers  operate  under  ongoing  federal  oversight,  which  adds  to  the  level  of  quality  control  and 
monitoring.  Community  clinics,  as  safety  net  providers  and  essential  providers  of  care  within  the  Medi-Cal 
Program,  are  assured  the  opportunities  for  affiliation  with  managed  care  plans  described  in  this  Plan. 
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CHAPTER  7.  DISPROPORTIONATE  SHARE  HOSPITAL  PAYMENTS 

It  is  in  the  interest  of  the  State,  the  counties,  hospitals,  Medi-Cal  beneficiaries  and  the  medically 
indigent  to  maintain  the  maximum  federal  participation  in  the  Medi-Cal  Program  through  disproportionate 
share  payments.  Federal  law  permits  supplemental  Medi-Cal  payments  to  hospitals  which  provide  a 
disproportionately  high  percentage  of  services  to  Medi-Cal  and  other  low  income  patients  and  so  experience 
lower  real  income  than  hospitals  serving  mostly  private-pay  patients.  A  total  of  approximately  $800  million 
in  federal  payments  comes  to  California  through  the  system  of  intergovernmental  transfers  established  in 
Chapter  279,  Statutes  of  1991  (SB  855),  the  legislation  by  which  California  implements  its  disproportionate 
share,  or  DSH,  supplemental  payment  system.  The  federal  funds  triggered  by  the  intergovernmental 
transfers,  together  with  the  transfers  themselves,  result  in  supplemental  payments  of  $1.5  billion  annually  to 
these  hospitals.  It  is  the  intent  of  the  State  to  maintain  these  federal  contributions  while  continuing  to  allow 
changes  overtime  in  the  disproportionate  share  status  and  payments  for  specific  hospitals,  consistent  with 
the  formula  developed  in  SB  855. 

Hospitals  receive  the  DSH  designation  based  on  a  formula  which  takes  into  account  the  percentage 
of  low-income  patients  served  and  the  hospitals’  Medicaid  acute  inpatient  hospital  days  compared  to  the 
total  statewide  Medicaid  acute  inpatient  days.  The  threshold  level  for  DSH  status  changes  over  time,  and 
so,  then,  do  the  number  of  hospitals  with  this  designation.  The  number  of  California  facilities  so  designated 
has  ranged  from  90  (in  FY  1990-91)  to  69  (in  FY  1991-92).  Currently  there  are  79  DSH  hospitals. 

Data  for  computing  a  hospital’s  acute  inpatient  utilization  and  low  income  service  are  available  from 
the  Office  of  Statewide  Health  Planning  and  Development  (OSHPD)  and  from  Medi-Cal's  fiscal  intermediary, 
EDS,  Inc.  Data  sources  are  the  claims-paid  system,  hospital  discharge  reports,  and  hospitals’  annual 
financial  disclosure  reports.  Given  the  time  lag  in  reporting  and  compiling  these  data,  they  generally  are 
about  two  years  old. 

Under  the  Medi-Cal  program,  the  federal  government  pays  approximately  50  percent  of  the  Medi-Cal 
expenditures,  and  the  other  50  percent  is  provided  from  the  State’s  General  Fund.  Under  the  DSH  program, 
the  State  share  of  DSH  payments  is  met  entirely  through  intergovernmental  transfers  provided  by  hospital 
districts,  the  University  of  California,  and  county  governments. 

Under  current  law,  the  total  disproportionate  share  days  to  be  paid  under  this  program  are  based 
on  80  percent  of  the  prior  year’s  total  disproportionate  share  hospital  days  to  be  paid.  These  days  are 
computed  based  on  date  of  payment  as  opposed  to  the  date  the  services  were  rendered.  DSH  payments 
are  made  as  a  supplemental  adjustment  to  the  hospital’s  Medi-Cal  rate  and  take  into  account  the  peer  group 
of  the  hospital  (for  example,  major  teaching  hospital,  children’s  hospital,  acute  psychiatric  hospital,  and  so 
on-there  are  six  categories).  Under  the  two-plan  model,  all  supplemental  payments  will  continue  to  be 
made  directly  to  the  disproportionate  share  hospital  and  will  not  and  cannot  be  paid  to  the  managed  care 
plan. 


Since  the  distribution  of  DSH  supplemental  payments  is  formula  driven,  total  federal  funding  should 
continue  coming  to  the  State  as  long  as  the  intergovernmental  transfers  continue  to  be  made.  The 
Department  is  aware,  however,  that  managed  care  expansion  may  result  in  changes  in  Medicaid  hospital 
utilization  and  that  there  may  be  shifts  in  patient  loads  among  hospitals.  Such  changes  in  utilization  could 
result  in  the  movement  of  patients  from  hospitals  which  receive  high  DSH  payments,  such  as  major  teaching 
hospitals,  to  those  which  receive  lower  or  no  DSH  payments,  such  as  community  hospitals  not  providing 
emergency  services,  resulting  in  a  net  loss  of  funds  to  the  system.  While,  under  current  law,  the  DSH 
payments  to  an  individual  hospital  cannot  be  guaranteed,  the  Plan  does  not  propose  any  changes  to  the 
DSH  payment  system  as  defined  in  SB  855. 
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The  two-plan  model  described  in  this  Plan  will  protect  DSH  payments  in  three  very  significant  ways: 

1.  The  two  year  implementation  timeline  envisioned  in  this  Plan,  in  conjunction  with  the  two  year 
lag  in  the  data  used  to  compute  DSH  status,  will  protect  DSH  hospitals  from  artificial  changes  (that  is,  those 
changes  which  would  not  occur  in  the  absence  of  the  transition  to  managed  care)  in  the  disproportionate 
share  supplemental  payment  program  for  a  period  of  four  to  five  years.  This  transition  period  will  allow  the 
State  and  interested  DSH  providers  to  explore  alternative  mechanisms  for  distributing  supplemental 
payments,  consistent  with  managed  care  principles. 

2.  Safety  net  providers  likely  will  play  a  significant  role  in  the  local  initiative  and  therefore  will  be  able 
to  direct  inpatient  hospital  use  to  protect  their  disproportionate  share  supplemental  payments. 

3.  The  Minimum  enrollment  level  for  the  local  initiative  is  based  on  total  DSH  days  in  the  region  and 
designed  to  protect  DSH  payments  flowing  to  that  region. 

The  system  of  DSH  payments,  as  currently  configured,  allows  that  each  year  some  hospitals  receive 
new  DSH  designation,  and  some  lose  their  DSH  status  as  their  low-income  and  Medicaid  acute  inpatient 
experience  changes.  The  level  of  funding  each  DSH  hospital  receives  changes  over  time,  also,  based 
primarily  on  the  level  of  Medicaid  inpatient  services  provided.  Because  it  links  reimbursement  to  inpatient 
hospital  days,  this  system  creates  an  incentive  which  is  contrary  to  managed  care  principles.  The  perverse 
incentive  created  is  to  increase  or  maintain  the  level  of  hospitalization  to  avoid  losing  some  or  all  of  this 
funding.  The  Administration,  in  collaboration  with  interested  parties,  would  like  to  explore  the  possibility  of 
re-structuring  DSH  payments  in  concert  with  the  principles  of  managed  care  to  eliminate  this  incentive  yet 
retain  supplemental  payments  to  the  DSH  facilities. 
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CHAPTER  8.  THE  COORDINATION  OF  POPULATION-BASED  PUBLIC  HEALTH  SERVICES  AND 

PERSONAL  HEALTH  CARE  SERVICES 

Population-based  Public  Health  Services 

It  is  essential  that  local  health  departments  continue  to  provide  population-based  public  health 
services  and  that  managed  care  providers  establish  and  maintain  relationships  with  their  local  health 
departments.  Assuring  and  monitoring  the  availability,  timeliness,  and  effectiveness  of  prevention  and 
treatment  services  under  managed  care  arrangements  will  present  new  challenges  for  local  and  State  public 
health  agencies. 

Population-based  public  health  activities  and  services  are  statutorily  mandated  and  typically  are 
categorized  as  assessment,  policy  development  and  assurance. 

Assessment  includes  ongoing  data  collection  and  surveillance  of  both  the  health  status  of  the 
population  and  of  the  utilization,  cost,  and  quality  of  health  care  services  provided.  Assessment  also 
includes  data  analysis  and  other  research  to  identify  needed  health  services,  underlying  reasons  for  health 
problems,  and  barriers  to  remedying  them. 

Health  policy  development  refers  to  creating  and  revising  policies  to  improve  the  health  status  of 
Californians.  This  includes  the  establishment  of  prevention  policies  for  the  environment  and  behaviors  of 
the  population,  and  for  control  of  communicable  and  chronic  diseases  and  injuries,  as  well  as  for  needed 
clinical  services  and  standards  of  care  for  providers. 

Assurance  includes  efforts  to  assure  that  disease  prevention,  health  promotion,  and  other  services 
are  available,  effective,  and  consistent  with  professional  standards  of  care.  These  responsibilities  also  include 
assuring  that  culturally  appropriate  health  care  systems  and  providers  are  promoted  and  supported,  as  well 
as  participating  in  the  process  of  providing  appropriate  training  and  technical  assistance  to  traditional 
providers  in  the  transition  to  managed  care. 

In  defining  the  linkage  between  Medi-Cal  managed  care  programs  and  local  health  departments  with 
regard  to  population-based  public  health  services,  this  Plan  builds  on  existing  managed  care  program 
requirements.  Specifically: 

o  Individual  providers  affiliated  with  managed  care  delivery  systems  retain  responsibility  for  compliance 

with  any  and  all  State  and  local  public  health  reportable  disease  requirements. 

Managed  care  plans  will  continue  to  be  required  to  assure  that  their  providers  comply  with  such 
requirements  and  that  the  managed  care  plan,  itself,  complies  with  such  requirements  when 
responsibility  is  an  organizational  rather  than  an  individual  one. 

o  Managed  care  plan  primary  care  service  sites,  including  those  operated  by  Child  Health  and 
Disability  Prevention  (CHDP)  program  providers,  will  continue  to  be  inspected  by  the  Department 
to  assure  that  sanitation,  hazardous  waste,  physical  access  and  other  public  health  and  safety 
hazards  are  identified  and  corrected  and  that  facility  and  provider  licensing  requirements  are  met. 
Reportable  deficiencies  and  problems  must  continue  to  be  brought  to  the  attention  of  the 
appropriate  State  and  local  agencies. 

o  Managed  care  plans  must  continue  to  provide  clinical  preventive  health  and  health  education 
services  for  adults  and  children.  This  includes  arranging  for  or  providing  comprehensive  perinatal 
services,  including  the  related  covered  nutritional,  psychosocial,  and  prenatal  health  education 
services,  as  well  as  CHDP  program  assessments  and  preventive  clinical  services. 
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o  Managed  care  plan  responsibilities  will  continue  to  include  compliance  with  CHDP  periodicity 
schedules  and  treatment  requirements  and  the  comprehensive  perinatal  services  standards  of  care 
as  set  forth  in  Medi-Cal  regulations. 

o  Managed  care  plans  will  continue  to  be  expected  to  understand  the  roles  and  responsibilities  of 
local  public  health  agencies  and  to  cooperate  with  them.  Managed  care  plans  also  are  expected 
to  be  familiar  with  local  agencies  and  organizations  providing  services  and  programs  for  low-income 
persons  and  to  educate  and  assist  their  Medi-Cal  members  to  obtain  and  use  such  services. 
Managed  care  plans  should  establish  and  maintain  relationships  with  the  local  health  department 
and  with  community-based  service  agencies  and  organizations. 

Similarly,  local  health  departments  must  recognize  and  acknowledge  the  increasing  responsibilities 
that  managed  care  plans  will  assume  for  delivering  clinical  preventive  services  and  primary  and 
other  levels  of  care  to  Medi-Cal  beneficiaries.  Local  public  health  departments  also  must  be 
prepared  to  develop  linkages  with  managed  care  plans  to  share  information  and  services  for  the 
benefit  of  their  members. 


The  Department  recognizes  local  health  departments’  statutory  responsibility  to  protect  and  promote 
the  public  health  in  their  jurisdictions.  Moreover,  the  Department  recognizes  the  contribution  local  health 
departments  can  make  to  ensuring  the  quality  and  integrity  of  Medi-Cal  managed  care  programs.  The 
Department  intends  to  offer  the  opportunity  for  each  local  health  department  to  engage  in  a  consulting  or 
collaborative  role,  or  both,  in  monitoring  relevant  aspects  of  managed  care  contractor  performance,  although 
no  additional  State  funding  is  available  for  this  purpose.  Such  a  role,  of  course,  would  be  at  the  option  of 
the  local  health  department  and  would  be  coordinated  carefully  with  State  responsibilities  and  the  local 
agency’s  role  in  protecting  and  promoting  the  public  health.  As  a  part  of  this  collaboration,  the  Department 
looks  forward  to  discussing  with  each  county  the  local  public  health  data  needs  that  can  be  met  with 
information  the  Department  will  be  collecting  from  managed  care  plans. 

Personal  Health  Care  Services  Programs 

Important  categorical  preventive  and  personal  health  care  programs  serve  Medi-Cal  beneficiaries 
and  other  community  residents  at  the  local  level.  Categorical  programs  are  those  which  focus  on  and  are 
funded  to  meet  specific  needs  or  problems  of  specific  populations  or  target  groups.  Generally,  categorical 
programs  have  their  own  eligibility  criteria,  enrollment  processes,  payment  levels,  billing  methods  and 
scopes  of  service.  Personal  health  care  services,  broadly  speaking,  are  those  detection,  treatment  and 
monitoring  activities  which  are  oriented  toward  protecting  and  enhancing  the  health  of  the  individual  patient 
rather  than  the  community.  They  involve  direct  contact  between  patient  and  provider  and  require  the  active 
involvement  and  participation  of  the  patient.  In  the  provision  of  personal  health  services,  the  interaction 
between  the  provider  and  patient  results  in  the  development  of  information  about  the  patient’s  environment 
and  occupation,  social  situation,  and  mental  health  status.  This  information  enhances  the  provider’s  ability 
to  diagnose  and  treat  illness  and  to  offer  health  promotion  and  disease  prevention  strategies  to  the  patient. 

In  addition  to  health  care  services,  many  of  these  programs  provide  outreach  and  case 
management,  develop  health  care  resources,  certify  providers  for  participation,  and  set  and  enforce 
standards. 

Consistent  with  the  goals  articulated  in  the  recently-released  report,  "Delivering  the  Future: 
Recommendations  From  the  AB  99  Steering  Committee  Regarding  Health  Care  for  Women,  Children,  and 
Adolescents  in  California, ’’  the  Department’s  vision  for  managed  care  is  an  integrated  system  where  the  basic 
Medi-Cal  benefit  package  is  coordinated  with  the  array  of  services  that  currently  may  be  available  only 
through  categorical  or  special  waiver  programs.  While  the  majority  of  beneficiaries  enrolled  in  managed  care 
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plans  will  need  to  draw  upon  only  the  basic  benefit  package,  there  are  others  whose  health  care  needs 
demand  a  broader  array  of  services. 

To  the  extent  that  personal  health  care  programs  provide  services  that  target  prevention,  early 
intervention,  treatment  and  follow-up,  provide  medical  case  management,  and  assure  the  credentials  of 
providers  and  the  quality  of  the  care  provided,  they  reflect  principles  inherent  in  managed  care  and  expected 
of  managed  care  plans. 

It  can  be  argued  that  categorical  health  care  programs  serving  Medi-Cal  beneficiaries  complement 
the  FFS  Medi-Cal  program  which  traditionally  has  focused  on  treating  sickness.  One  of  the  aims  of  the 
transition  to  managed  care  described  in  this  Plan  is  changing  the  Medi-Cal  program  to  a  health  care  delivery 
model  that  is  expected  to  improve  beneficiary  health  status  by  emphasizing  health  maintenance,  health 
education,  preventive  services  and  early  intervention  and  treatment. 

It  simply  does  not  make  sense  to  consider  permanently  carving  out  from  managed  care  the 
responsibility  for  providing  these  essential  health  care  services.  With  very  few  exceptions,  then,  the  Plan 
contemplates  that  Medi-Cal  managed  care  plans  will  be  contractually  responsible  for  providing  almost  all 
Medi-Cal  covered  personal  health  care  services  to  enrolled  children  and  adults.  These  include  all  necessary 
clinical  assessment,  preventive  and  treatment  services. 

The  Department  intends  to  continue  to  explore  options  for  optimally  integrating  Medi-Cal  managed 
care  services  with  those  available  through  categorical  programs  such  as  Children’s  Medical  Services  (CMS), 
which  includes  California  Children’s  Services  (CCS)  for  tertiary  and  rehabilitative  care  and  Child  Health 
Disability  Prevention  (CHDP)  for  assessment,  preventive  care,  and  treatment.  In  order  to  facilitate  a  high 
level  of  coordination,  the  Department  will: 

o  Enlist  the  assistance  of  the  Department’s  Maternal  and  Child  Health  (MCH)  Branch  to  help  develop 
guidelines  and  protocols  to  refine  the  standards  and  procedures  used  to  monitor  and  audit 
managed  care  providers.  These  standards  will  lead  to  reducing  costs  by  providing  medical  services 
at  the  most  appropriate  setting  for  the  beneficiary. 

o  Enlist  the  assistance  of  staff  from  other  Department  programs  such  as  CCS  and  CHDP,  who  have 
previously  been  available  as  consultants  to  Medi-Cal's  managed  care  contract  monitoring  staff  and 
to  our  managed  care  providers.  The  Department  is  using  staff  from  these  categorical  programs  in 
managed  care  expansion. 


Provider  Credentialing  and  Participation  Standards.  The  responsibility  for  credentialing  the 
providers  in  a  provider  network,  including  credentialing  historically  handled  by  categorical  programs,  will  be 
delegated  to  the  mainstream  plan  subject  to  the  Department’s  determination  that  the  mainstream  plan’s 
standards  for  credentialing  and  provider  participation  meet  accepted  standards  of  practice.  The  Invitation 
for  Bid  (IFB)  will  include  specifications  that  assure  that  provider  credentialing  and  participation  standards 
are  a  factor  in  the  mainstream  plan  selection  process.  The  bid  specifications  will  be  developed  in 
consultation  with  MCH  Branch  program  staff. 

The  local  initiative  managed  care  plan  will  be  required  to  establish  comparable  provider  credentialing 
and  participation  standards  and  may  elect  to  use  the  existing  resources  and  expertise  of  the  local  CHDP 
and  Comprehensive  Perinatal  Services  (CPSP)  Programs.  These  standards  also  will  be  subject  to 
Department  review  and  approval  before  they  are  applied. 

California  Children’s  Services  (CCS)  Program  credentialing  and  participation  standards  will  continue 
to  be  the  responsibility  of  the  CCS  Program. 


Expanding  Medi-Cal  Managed  Care 


Page  32 


Responsibilities  for  Personal  Health  Care  Services.  The  following  describes  the  general  and 
specific  managed  care  plan  responsibilities  for  Medi-Cal  covered  personal  health  care  services  and  certain 
other  service  categories  under  the  strategic  plan  model. 

California  Children’s  Services.  The  Department  wants  Medi-Cal  children  participating  in  managed 
care  to  have  direct  access  to  the  level  of  highly  specialized  services  provided  under  the  CCS  program.  At 
the  same  time,  the  Department  wishes  to  assure  that  CCS-eligible  children  get  the  benefit  of  fully- 
coordinated  care.  Fully-coordinated  care  will  integrate  the  specialty  care,  hospital  services,  and  other 
therapeutic  measures  required  to  treat  a  CCS-eligible  condition  with  the  access  to  primary  care  and  other 
basic  services  assured  through  managed  care  plan  enrollment. 

For  these  reasons,  CCS  services  will  continue  to  be  provided  through  the  established  CCS  program 
arrangements  and  under  the  case  management  of  the  CCS  program.  These  services  will  continue  to  be 
billed  to  and  paid  for  by  the  Medi-Cal  FFS  program. 

It  will  be  the  responsibility  of  participating  managed  care  plans  to  identify  children  with  CCS-eligible 
conditions,  arrange  for  their  referral  to  the  local  CCS  office,  and  coordinate  with  CCS  in  the  provision  of 
care.  State  CCS  staff  will  develop  criteria  specifying  the  pediatric  conditions  appropriate  for  coordination 
and  referral  to  CCS  by  the  contractors’  primary  care  physicians. 

Children  accepted  for  treatment  by  the  CCS  program  will  remain  enrolled  in  their  health  plans  for 
the  purposes  of  receiving  primary  care  and  other  services  unrelated  to  the  condition  being  treated  by  the 
CCS  program. 

The  Department  has  been  approached  by  several  parties  interested  in  working  on  pilot  projects 
involving  alternative  managed  care  approaches  to  delivering  CCS  services.  The  Department  is  open  to  such 
proposals  provided  that  the  decision  to  propose  a  local  CCS  managed  care  option  is  reached  in 
coordination  with  and  at  the  same  time  local  decisions  are  being  made  about  the  formation  of  a  local 
initiative.  The  decision  to  move  forward  with  a  CCS  managed  care  plan  alternative  will  be  at  the  option  of 
the  State. 

Family  Planning  Services.  Medi-Cal  covered  family  planning  services  are  an  important  element 
of  primary  care  and  will  be  covered  by  managed  care  plans  under  the  two-plan  model.  If  enrolled  Medi-Cal 
beneficiaries  wish  an  alternative  to  receiving  family  planning  services  from  their  managed  care  plan,  under 
federal  law  they  have  the  right  to  select  a  Medi-Cal  provider  of  their  choice  when  the  services  are  for  the 
purposes  of  delaying  or  preventing  pregnancy.  Managed  care  plans  can  reduce  the  potential  for  out-of-plan 
services  by  making  efforts  to  include  traditional  family  planning  service  providers  in  their  networks. 

Family  planning  services  provided  to  enrolled  beneficiaries  by  non-plan  providers  will  be  billed  to 
and  paid  for  by  the  responsible  managed  care  plan.  Managed  care  plans  will  be  obligated  to  reimburse 
non-plan  family  planning  services  providers  at  not  more  than  the  Medi-Cal  fee-for-service  program  fee 
schedule.  Managed  care  plans  are  encouraged  to  include  traditional  family  planning  service  providers  in 
their  networks.  Plans  can  reduce  the  potential  for  out-of-plan  family  planning  services  by  making  such 
efforts. 


Beneficiaries  will  be  advised  of  their  right  to  choose  a  family  planning  service  provider  at  the  time 
they  are  informed  of  their  health  plan  choices.  Managed  care  plans  also  will  be  required  to  advise 
beneficiaries  of  this  right  when  beneficiaries  are  informed  of  the  Medi-Cal  scope  of  services,  including  family 
planning  services,  that  is  available  through  the  plan. 


Expanding  Medi-Cal  Managed  Care 


Page  33 


Comprehensive  Perinatal  Services  Program.  Managed  care  plans  will  be  responsible  for  delivering 
the  full  range  of  Medi-Cal  covered  prenatal,  delivery  and  postpartum  services  including  nutritional,  health 
education  and  psychosocial  assessments  and  interventions  in  accordance  with  identified  patient  needs. 

Medi-Cal  HMOs  already  are  required  by  Medi-Cal  regulations  to  deliver  perinatal  services  in 
accordance  with  comprehensive  perinatal  services  program  (CPSP)  quality  of  care  standards.  These 
standards  will  be  extended  to  the  local  initiative.  Further,  under  the  two-plan  model,  managed  care  plans 
will  be  required  to  develop  written  procedures  specifying  how  perinatal  care  will  be  provided  by  plan 
providers  and  the  circumstances  under  which  health  assessments  and  referrals  must  be  made. 

Child  Health  and  Disability  Prevention  Program.  All  Medi-Cal  managed  care  plans  that  enroll 
children  presently  either  are  required  to  arrange  for  or  to  provide  directly  CHDP  assessments  and  preventive 
services  in  accordance  with  CHDP  periodicity  requirements.  This  arrangement  will  be  continued  under  the 
two-plan  model. 

Dental  Services.  To  the  extent  that  dental  care  remains  a  covered  Medi-Cal  benefit,  it  will  not  be 
included  in  the  scope  of  services  covered  by  managed  care  plans  under  the  two-plan  model.  Instead  of 
continuing  to  encourage  and  allow  managed  care  plans  to  provide  dental  services  as  an  adjunct  to  the 
medical  services  they  provide,  the  Department  is  exploring  the  feasibility  of  contracting  with  "dental  only" 
prepaid  health  plans  for  the  purpose  of  providing  dental  services  that  remain  covered  Medi-Cal  benefits  to 
Medi-Cal  beneficiaries  under  managed  care  arrangements.  The  Department  has  chosen  this  course  in  the 
interest  of  being  able  more  directly  to  establish  accountability  for  access  to  and  quality  of  dental  services 
provided  to  Medi-Cal  beneficiaries. 

Managed  care  plans  will  be  expected  to  include  dental  needs  in  their  adult  and  pediatric  health 
assessments  and  to  refer  patients  to  dental  services  when  a  need  is  evident. 

Vision  Care  Services.  Vision  care  services  will  be  covered  by  managed  care  plans  under  the  two- 
plan  model.  The  Department  and  the  State  Prison  Industries  Authority  (PIA)  currently  have  a  formal, 
exclusive  agreement  under  which  PIA  fabricates  and  supplies  prescribed  optical  lenses  to  vision  care 
providers  for  Medi-Cal  beneficiaries  in  various  regions  of  the  State.  PIA  has  made  a  significant  investment 
of  resources  to  support  this  program.  In  those  regions  served  by  PIA  optical  laboratories  now  or  in  the 
future,  the  Department  will  continue  its  arrangements  with  PIA.  Managed  care  plans  will  not  be  capitated  or 
at  risk  for  optical  lenses  fabricated  by  PIA. 

Managed  care  plan  vision  care  providers  must  be  made  familiar  with  the  procedures  for  ordering 
optical  lenses  from  PIA  for  Medi-Cal  plan  members. 

Mental  Health  Services.  The  Department  believes  that  the  most  effective  system  for  the  delivery 
of  Medi-Cal  mental  health  services  will  be  through  mental  health  programs  administered  by  county  mental 
health  departments.  It  is  the  intent  of  the  Departments  of  Health  Services  and  Mental  Health  to  integrate 
Medi-Cal-provided  mental  health  services  into  services  provided  by  county  mental  health  departments,  and 
thus  to  carve  these  services  out  of  the  two-plan  model  outlined  in  this  Plan. 

This  integrated  mental  health  system  will  be  a  full  risk,  capitated  system  similar  to  the  managed  care 
plans  developed  as  described  in  this  document.  Such  an  arrangement  has  been  proposed  by  the  California 
Mental  Health  Director’s  Association  (CMHDA).  The  Mental  Health  Managed  Care  Plan  (MHMCP)  will  be 
developed  by  the  Department  of  Mental  Health  (DMH)  with  the  assistance  of  CMHDA,  providers,  clients  and 
family  members  with  the  final  approval  of  the  Department  of  Health  Services  (DHS)  as  the  single  state 
agency  which  is  ultimately  responsible  for  all  services  provided  to  Medi-Cal  beneficiaries.  The  model  to  be 
developed  by  the  DMH  must  be  able  to  demonstrate  cost  neutrality  to  the  Department  of  Finance. 
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The  Department  of  Health  Services  intends  to  modify  its  current  contractual  arrangements  with 
managed  care  plans  to  carve  out  mental  health  services  from  the  capitation  rate  paid  to  the  managed  care 
plans.  Physical  health  managed  care  providers  will  be  responsible  for  coordinating  mental  health  and 
physical  health  needs  of  their  members  by  including  considerations  for  mental  health  services  in  their  health 
assessments.  The  distinction  between  services  provided  by  physical  health  managed  care  providers  and 
the  MHMCP  will  be  developed  by  drawing  from  the  experience  of  managed  care  and  mental  health 
providers. 

DHS  is  particularly  interested  in  pursuing  a  model  that  would  require  a  single  point  of  entry,  through 
the  primary  health  care  provider.  When  a  managed  care  plan  determines  the  need  for  mental  health 
services,  the  plan  would  be  required  to  refer  the  patient  to  the  county  mental  health  department.  Systems 
will  need  to  be  developed  to  prevent  inappropriate  self-referral  by  patients  and  to  efficiently  case  manage 
and  coordinate  the  care  of  those  patients  requiring  services  from  both  the  physical  medicine  and  the  mental 
health  managed  care  plans.  Individuals  in  need  of  immediate  mental  health  services  covered  by  the  MHMCP 
will  not  need  to  be  assessed  by  the  primary  care  provider,  but  rather,  will  be  served  directly  by  the  mental 
health  department.  The  plan  and  the  county  mental  health  department  will  be  required  to  have  a  protocol 
to  assure  easy  access  and  appropriate  coordination  of  services. 

DMH  will  work  together  with  the  CMHDA,  other  mental  health  providers,  consumers,  families  and 
other  constituents  in  the  development  of  the  plan. 

Through  an  interagency  agreement  with  DHS,  DMH  has  specific  responsibilities  to  administer, 
monitor  and  audit  Short-Doyle  Medi-Cal.  These  responsibilities  are  consistent  with  DMH’s  overall 
responsibilities  for  mental  health  services,  and  DMH  will  therefore  also  be  responsible  for  the  development 
of  the  mental  health  Medi-Cal  managed  care  program  through  the  interagency  agreement.  In  developing 
the  program,  DMH  and  DHS  will  address  the  issues  outlined  in  this  Plan,  specifically: 

o  Populations  to  be  served. 

o  Benefits  to  be  covered. 

o  Role  of  traditional  and  safety  net  providers  in  the  mental  health  managed  care  system, 
o  Incentives  for  cost  containment  and  reducing  inefficiencies, 
o  The  capitation  rate  methodology, 

o  The  utilization  control  mechanisms. 

o  How  the  managed  care  plans  will  meet  applicable  federal  and  state  requirements, 
o  Data  reporting  systems. 

o  How  culturally  appropriate  and  linguistically  competent  services  will  be  provided. 

o  How  the  mental  health  managed  care  plans  will  meet  the  appropriate  requirements  such  as  those 

applied  to  PHPs. 


The  target  date  to  begin  the  implementation  of  the  mental  health  managed  care  plan  is  July  1, 1993. 
It  is  anticipated  that  the  first  year  of  implementation  will  focus  on  data  and  information  needs  to  facilitate  the 
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smooth  transition  to  a  full-risk,  capitated  system.  A  more  complete  discussion  of  the  mental  health  managed 
care  program  including  a  framework  for  full  implementation  will  be  available  from  DMH  on  or  about  May  15, 


1993. 


School-Linked  Services.  The  Department  has  entered  into  a  collaborative  effort  with  the 
Department  of  Education,  other  departments  in  the  Health  and  Welfare  Agency,  and  a  group  of  private 
foundations  to  develop  comprehensive,  integrated  school-linked  services  in  California.  This  will  integrate 
health,  education,  social,  and  other  support  services  in  the  schools  in  order  to  serve  children  and  their 
families  better. 

A  key  component  of  this  program  is  to  claim  federal  Medicaid  funds  for  services  currently  provided 
by  local  education  agencies  (LEAs)  to  Title  XlX-eligible  children.  Federal  claiming  will  be  accomplished  by 
allowing  the  LEAs  to  become  authorized  providers  of  Medicaid  services. 

The  LEA  Medi-Cal  Billing  Option  will  furnish  a  way  for  LEAs  to  bill  the  Medi-Cal  Program  for  services 
that  are  provided  to  eligible  children  in  the  school  setting.  In  this  way,  the  State  can  claim  additional 
Medicaid  funds  from  the  federal  government  and  pass  them  on  to  the  LEAs  for  reinvestment  into  services 
for  school  children  and  their  families. 

The  Department  submitted  a  State  Plan  amendment  on  December  31,  1992  to  the  federal  Health 
Care  Financing  Administration  (HCFA)  requesting  approval  to  initiate  the  LEA  Medi-Cal  Billing  Option.  Upon 
anticipated  federal  approval,  this  option  will  cover  nine  groups  of  services,  including  health  and  mental  health 
evaluation  and  education,  physical  therapy,  occupational  therapy,  speech/audiology,  psychology,  and 
medical  transportation,  as  well  as  the  services  of  nurses  and  school  health  aides.  These  services  will  be 
available  to  students  in  special  education  as  well  as  to  non-special  education  students. 

For  special  education  students,  the  Department  will  pursue  models  in  which  medical  services 
continue  to  be  provided  through  the  LEAs.  For  students  who  are  not  in  special  education,  the  LEA  will  enter 
into  a  linkage  arrangement  with  the  local  managed  care  plan  for  the  provision  of  care  and  will  bill  the  plan 
or  refer  the  student  to  the  plan. 

During  initial  implementation  of  the  LEA  Billing  Option,  if  a  large  proportion  of  students  in  an  LEA 
is  enrolled  in  a  local  managed  care  plan  or  is  targeted  by  DHS  for  development  of  managed  care,  the  LEA 
and  the  plan  should  work  together  to  coordinate  service  delivery.  If  students  are  enrolled  in  managed  care 
plans,  LEAs  will  be  allowed  to  submit  claims  for  services  only  for  those  who  are  special  education  students. 

The  Department  has  identified  areas  in  which  both  managed  care  programs  and  school-linked 
services  programs  exist  or  are  planned.  In  those  areas,  the  Department  will  work  with  HCFA  and  each 
county  to  develop  appropriate  models  for  the  integration  of  school-linked  services  with  managed  care. 

Alcohol  and  Drug  Treatment  Program  Services.  The  Department  intends  to  initiate  discussions 
with  the  Department  of  Alcohol  and  Drug  Programs  (DADP)  concerning  the  integration  of  Medi-Cal  funded 
DADP-administered  programs  serving  Medi-Cal  beneficiaries  into  the  managed  care  systems  developed 

under  the  model  described  in  this  Plan.  As  these  discussions  progress,  providers  and  beneficiary 
representatives  will  be  included  in  the  deliberations.  No  timelines  for  system  changes  are  currently  targeted. 

Local  Case  Management  and  Outreach.  Conceptually,  the  Department  does  not  anticipate  any 
change  in  the  local  public  health  department  function  of  outreach  for  the  purposes  of  informing  Medi-Cal 
beneficiaries,  with  other  community  residents,  about: 

o  The  elements  of  healthy  behaviors  and  life  styles. 
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o  The  benefits  of  health  assessments  and  preventive  services  for  children  and  adults  or  early  and 
regular  prenatal  care  for  pregnant  women. 

o  The  availability  of  preventive  services,  health  education  and  prenatal  care  through  the  managed  care 
plans  operating  under  the  plan  model. 


Similarly,  local  public  health  departments  would  retain  a  role  in  assisting  beneficiaries  to  establish 
and  maintain  an  effective  relationship  with  a  provider  and  to  follow  through  with  treatment  plans. 

The  two-plan  model  also  enables  local  public  health  program  workers  to  continue  to  case  manage 
Medi-Cal  clients  as  they  would  other  clients,  and  to  help  them  find  and  use  local  support  groups,  community 
programs,  and  resources  to  supplement  the  services  they  receive  from  their  health  plan. 

If  effective  and  successful  patient  management  is  to  be  accomplished,  it  is  essential  that  effective, 
collaborative  relationships  are  built  between  managed  care  plans  and  local  public  health  departments. 

Many  of  the  local  health  department  activities  described  above  may  now  qualify  for  Medi-Cal  funding 
under  Chapter  1179,  Statutes  of  1991  (SB  910),  which  was  enacted  to  allow  federal  reimbursement  under 
the  Medicaid  program  for  case  management  activities  related  to  personal  health  care  when  provided  by  local 
public  health  workers.  The  Department  is  continuing  to  look  at  how  the  expanding  role  and  increasing 
responsibilities  of  managed  care  plans  in  case  management  and  delivery  of  preventive  and  personal  health 
care  to  Medi-Cal  beneficiaries  affect  funding  of  local  health  departments  under  SB  910.  The  Department  will 
be  working  to  identify  ways  to  enable  federal  funding  under  SB  910  to  complement  the  managed  care 
arrangements  established  under  the  Plan. 


Expanding  Medi-Cal  Managed  Care 


Page  37 


CHAPTER  9.  PROGRAM  REQUIREMENTS  FOR  MANAGED  CARE  CONTRACTORS 

This  chapter  of  the  document  is  intended  to  serve  as  a  guide  for  potential  Medi-Cal  managed  care 
contractors  by  describing  the  types  of  requirements  for  participation  in  the  two-plan  model  that  the 
Department  intends  to  develop.  It  is  important  to  note  that  many  of  these  requirements  are  not  new. 
Existing  Medi-Cal  managed  care  contractors  are  required  by  statute,  regulation,  or  contract  to  meet  many 
of  these  requirements. 

Quality 

The  expansion  of  managed  care  holds  great  promise  for  improving  the  quality  of  care  for  Medi-Cal 
beneficiaries.  Programs  that  monitor  quality  of  care  are  integral  to  managed  care.  The  managed  care 
concept  recognizes  that  strong  programs  of  quality  assurance  make  good  "business  sense".  The  result  will 
be  better  care  delivered  in  a  cost-effective  manner  with  a  minimum  of  risk  to  the  patient  or  the  provider. 

Resources  spent  assuring  quality  of  care  should  result  in  appropriate  levels  of  care  provided  in 
appropriate  settings.  Emphasis  on  preventive  health  services  and  early  detection  should  result  in  improved 
health  status  and  should  avoid  costs  by  preventing  illness. 

In  FFS  Medi-Cal  there  are  few  systematic  elements  for  assuring  quality  of  care  to  beneficiaries. 
Reviews  of  care  provided  in  the  FFS  system  are  generally  done  (1)  after  a  provider  has  been  identified  in 
a  post-payment  review  as  an  inappropriate  biller,  or  (2)  in  response  to  formal  complaints  about  a  particular 
provider.  There  is  no  requirement  that  FFS  providers  demonstrate  they  provide  quality  care  or  maintain 
ongoing  quality  assurance  programs. 

Under  Medi-Cal  managed  care  arrangements,  quality  assurance  programs  are  incorporated  into 
health  care  delivery  and  administrative  systems.  Managed  care  plans  must  define  acceptable  standards  of 
practice  and  must  monitor  providers  through  utilization  and  peer  review.  They  also  must  review  patient 
complaints  for  quality  of  care  problems.  The  State  rigorously  monitors  and  evaluates  managed  care 
contractors  and  periodically  performs  medical  and  financial  audits. 

The  following  definition  of  quality  of  care  has  guided  our  planning  process: 

Quality  care  achieves  the  best  possible  health  outcomes  and  functional  health  status  by  delivering 
the  most  appropriate  level  of  care  in  a  safe  environment,  with  the  least  possible  risk.  Quality  care 
is  accessible  and  efficient,  provided  in  the  appropriate  setting,  according  to  professionally  accepted 
standards,  in  a  coordinated  and  continuous,  rather  than  episodic,  manner. 

Other  attributes  which  are  inherent  in  this  definition  of  quality  of  care  include  the  following: 

o  Care  is  provided  in  a  timely  manner  with  reasonable  waiting  times  for  both  office  visits  and  the 

scheduling  of  appointments. 

o  Services  are  provided  in  a  culturally  appropriate  manner. 

o  Patients  have  the  opportunity  for  informed  participation  in  decisions  about  their  care. 

o  There  is  an  emphasis  on  health  promotion  and  prevention  as  well  as  on  early  diagnosis,  treatment 

and  health  maintenance. 

o  Providers  use  technology  appropriately  in  the  delivery  of  care. 
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o  There  is  appropriate  documentation,  in  accordance  with  defined  standards,  of  the  assessment  and 
treatment  of  patients. 

o  The  plan  is  accountable  for  care  provided  to  patients. 


Both  local  initiatives  and  mainstream  plans  contracting  with  Medi-Cal  will  be  required  to  develop 
quality  assurance  programs  which  meet  the  Knox-Keene  requirements  of  the  State  Department  of 
Corporations.  These  requirements  are  comparable  to  those  established  by  organizations  such  as  the  Joint 
Commission  on  the  Accreditation  of  Healthcare  Organizations,  the  Unified  Medical  Quality  Commission,  and 
those  contained  in  the  Manual  for  Federally  Qualified  HMOs  published  by  the  federal  Department  of  Health 
and  Human  Services,  Health  Care  Financing  Administration. 

Like  existing  managed  care  contractors,  local  initiatives  and  mainstream  plans  contracting  under 
the  two-plan  option  will  be  required  to  assume  overall  responsibility  and  accountability  for  the  quality  of  care 
delivered  to  their  enrolled  beneficiaries.  Contractors  will  be  required  to  have  written  quality  assurance 
programs  approved  by  a  governing  board  and  supervised  by  a  physician.  Contractors  must  also 
demonstrate  an  organizational  structure  which  identifies  responsibilities  and  reporting  relationships  of  staff 
directly  involved  in  the  operation  of  the  quality  assurance  program.  Consistent  with  existing  requirements, 
at  a  minimum,  the  managed  care  plan’s  quality  assurance  program  will  be  required  to  contain  the  following 
elements: 

o  A  formal  organizational  structure  which  clearly  establishes  responsibilities  and  reporting  relationships 
among  those  staff  responsible  for  implementing  quality  assurance  on  a  day-to-day  basis  as  well  as 
the  composition  of  the  committee  responsible  for  overseeing  its  implementation. 

o  A  documented  formal  process  to  review  quality  of  care  (such  as  routine  meetings  of  the  quality 
assurance  committee,  periodic  medical  record  audits,  patient  satisfaction  surveys,  and  so  on). 

o  Definitions  and  methods  for  communicating  acceptable  standards  of  practice  to  providers  of  care. 

o  Specified  methods  for  conducting  utilization  review  for  both  over  and  under-utilization. 

o  Peer  reviews  conducted  in  accordance  with  accepted  standard  practice  protocols. 

o  Review  of  medical  records  for  appropriate  documentation. 

o  Collection  of  data  to  support  utilization  review  and  performance  measurement. 

o  Identification  of  unacceptable  or  questionable  patient  care  and  clinical  performance. 

o  A  method  for  implementing  appropriate  corrective  actions  for  providers,  including  counseling, 
retraining,  and  possible  termination,  and  a  method  for  evaluating  the  effectiveness  of  corrective 
action  and  implementing  any  necessary  changes. 

o  Credentialing  standards  and  a  system  for  verifying  provider  qualifications  to  ensure  that  care  is 
provided  by  properly  trained  and  credentialed  providers. 


Finally,  the  quality  assurance  program  must  have  the  capability  of  recognizing  when  care  is  being 
withheld  for  financial  reasons  and  must  have  specific  methods  for  addressing  such  cases. 
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It  is  important  to  note  that  while  the  Plan  has  strict  quality  of  care  requirements  for  managed  care 
plans,  there  are  no  such  safeguards  of  quality  of  care  in  FFS  Medi-Cal,  which  does  not  require  quality 
assurance  programs  as  a  prerequisite  for  participation.  Critics  of  managed  care  capitated  risk  arrangements 
often  argue  that  such  systems  contain  incentives  for  providers  to  withhold  care  for  financial  gain.  Aggressive 
quality  assurance  monitoring  by  both  the  plans  and  the  State  can  identify  such  problems.  Conversely,  in 
FFS  Medi-Cal,  financial  gain  can  result  from  over-utilization  that  is  difficult  to  control  because  providers  are 
independent  caregivers  not  subject  to  pre-service  quality  assurance  oversight. 

Quality  of  care  should  be  the  goal  of  all  providers  of  care,  including  those  in  FFS.  By  monitoring 
the  quality  of  care  provided  by  managed  care  contractors,  many  of  whom  are  also  FFS  providers,  the 
Department  can  identify  potential  quality  problems  with  their  FFS  practices.  The  Department  intends  to 
establish  a  work  group  on  quality  assurance  to  review  all  Departmental  programs,  including  Medi-Cal  FFS 
and  managed  care  programs,  and  to  make  recommendations  on  policies  for  assuring  quality. 

Outcome  Assessment  and  Performance  Monitoring.  As  a  major  purchaser  of  care,  the 
Department  recognizes  that  outcome  measurements  are  an  important  means  of  assessing  the  quality  of  care 
for  our  beneficiaries.  Outcome  measurement  is  a  relatively  new  concept  in  health  care,  and  there  are  several 
national  efforts  under  way  to  develop  outcome  measurement  protocols  for  use  in  the  broader  health  care 
industry.  In  addition  to  process  measures  currently  used  by  the  Department  such  as  immunization  rates, 
cesarean  section  rates  and  mammography  rates  the  Department  intends  to  require  Medi-Cal  managed  care 
contractors  to  measure  outcomes  as  these  protocols  are  developed,  accepted,  and  used  by  the  industry 
in  general.  The  Department  will  take  an  active  role  in  tracking  ongoing  health  care  industry  developments 
in  outcome  measurement  for  possible  incorporation  into  the  Medi-Cal  managed  care  program  in  the  future. 

The  Department  also  intends  to  track  the  development  of  performance  measurement  systems  such 
as  that  proposed  by  a  coalition  of  managed  care  plans,  consumers,  and  businesses  to  President  Clinton 
in  January  1993.  This  coalition  proposes  to  develop  a  system  of  performance  measures  published  as  a 
"report  card,"  to  give  purchasers  and  consumers  of  care  information  about  the  comparative  accessibility  and 
quality  of  a  number  of  health  plans.  The  coalition  has  requested  the  National  Committee  for  Quality 
Assurance  (NCQA)  to  identify  an  appropriate  set  of  performance  measures  and  to  develop  the  specifications 
for  data  collection,  the  audit  process,  and  the  formats  for  the  reporting  of  this  performance  data.  By 
reporting  on  how  effectively  various  health  plans  provide  certain  services  such  as  preventive  care  for  children 
and  prenatal  care,  the  "report  card"  could  help  purchasers  and  consumers  of  health  care  make  informed 
choices  among  managed  care  plans.  In  addition,  the  report  card  information  can  help  individual  managed 
care  plans  identify  areas  in  their  delivery  of  care  which  need  improvement. 

The  Department’s  work  group  on  quality  assurance  will  review  current  policies  and 
recommendations  on  all  aspects  of  quality  assurance  including  outcome  measures  and  performance 
monitoring. 

Quality  Assurance  Monitoring.  In  California,  Medi-Cal  HMO  contractors  must  satisfactorily 
document  their  quality  assurance  programs  as  one  of  the  licensing  conditions  imposed  by  the  Knox-Keene 
Act.  All  existing  Medi-Cal  managed  care  contractors  must  operate  quality  assurance  programs  approved  by 
the  Department  that  are  based  upon  the  same  regulations  used  by  the  Department  of  Corporations  to 
license  HMOs.  The  Department  conducts  periodic  reviews,  at  least  annually,  of  all  Medi-Cal  managed  care 
plan  quality  assurance  programs. 

The  Department  will  continue  to  review  all  aspects  of  managed  care  plan  contractor  performance, 
including  provisions  for  quality  assurance  both  for  its  existing  contractors  and  in  anticipation  of  the  two-plan 
model.  In  addition  to  reviewing  a  potential  contractor’s  quality  assurance  program,  the  Department  conducts 
on  site  reviews  of  the  plan's  primary  care  provider  facilities.  These  reviews  are  intended  to  assure  safety  and 
quality  of  care  for  plan  enrollees.  The  Department  reviews  the  facilities  using  criteria  such  as:  local  fire 
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clearances;  medical  records  system;  physical  plant  safety  and  cleanliness;  handling  of  pharmaceuticals; 
infection  control  procedures;  and  physician  and  other  personnel  licensure.  The  review  criteria  are  updated 
as  necessary  to  maintain  consistency  with  State  policies  and  regulations. 

The  Department  will  continue  to  have  a  team  of  health  care  professionals  conduct  an  annual  medical 
audit  of  each  managed  care  contractor.  The  medical  audit  evaluates  plan  performance  in  areas  such  as: 
accessibility,  continuity  of  care,  quality  assurance,  quality  of  care,  personnel  licensure,  scope  of  services, 
and  preventive  services.  The  Department  of  Corporations  also  conducts  periodic  medical  audits  which  are 
similar  to  those  conducted  by  the  Department,  although  less  frequently.  The  two  Departments  are  working 
together  to  minimize  redundancy  in  their  medical  audit  surveys  for  those  HMOs  contracting  as  Medi-Cal 
managed  care  contractors.  (See  Appendices  E  and  F  for  the  medical  audit  report  workbooks  for  prepaid 
health  plan  and  primary  care  case  management  plan  contractors. 

Department  staff  also  perform  a  variety  of  contract  monitoring  activities  related  to  quality  assurance. 
Primary  activities  include: 

o  Investigation  of  complaints  by  beneficiaries,  county  welfare  departments  and  beneficiary  advocate 
groups. 

o  Review  of  disenrollments  by  plan. 

o  Review  of  emergency  room  visits  by  plan  members. 

o  Investigation  of  provider  complaints  (e.g.,  subcontractor  and  non-contracted  providers). 

o  Follow  up  of  contractor  corrective  action  plans  for  correction  of  deficiencies  identified  in  medical 

and  financial  audits. 

o  Ongoing  reviews  of  plan  capacity  and  access,  including  facility  reviews  required  by  changes  in 
provider  networks  and  service  areas/sites. 

o  Quarterly  monitoring  visits  to  managed  care  plan  administration  and  clinic  sites  to  examine  service 
delivery  systems  and  to  review  patient  charts,  grievances,  and  marketing  programs. 

The  Department  has  budgeted  positions,  including  medical  professional  positions,  with  the  intent 
of  strengthening  its  monitoring  of  managed  care  contractor  operations  and  to  increase  technical  assistance 
to  managed  care  plans  to  help  them  improve  areas  noted  as  deficient. 

In  addition,  the  Department  is  in  the  process  of  reviewing  its  program  integrity  efforts  for 
effectiveness.  One  action  the  Department  intends  to  implement  is  requiring  that  plans  use  surveys  to  learn 
about  members’  satisfaction  with  their  plan's  health  care  delivery  and  administration.  The  surveys  will  cover 
all  areas  of  managed  care  plan  operation,  including  membership  services,  ease  of  scheduling  appointments, 
courtesy  of  office  personnel,  as  well  as  medical  services.  Several  existing  Medi-Cal  managed  care 
contractors  conduct  similar  surveys  on  a  voluntary 
basis,  as  do  some  commercial  HMOs. 

Disenrollment  from  Existing  Managed  Care  Plans.  The  Department  continues  to  be  very  sensitive 
to  complaints  and  concerns  expressed  about  managed  care  plan  compliance  with  program  disenrollment 
requirements. 
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The  Department  will  continue  to  closely  monitor  managed  care  plans  to  assure  that  enrolled 
beneficiaries  are  informed  of  their  right  to  disenroll  and  that  there  are  no  barriers  to  disenrolling. 
Additionally,  the  Department  will  continue  to  collect  and  review  data  on  disenrollment  processing  time  and 
causes  of  voluntary  disenrollments  for  trends  indicative  of  plan  problems.  We  will  continue  to  aggressively 
monitor  plan  disenrollment  processing  and  investigate  problems  and  complaints  involving  disenrollments 
to  assure  that  plans  comply  with  program  requirements.  The  Department  will  also  use  information  about 
beneficiary  problems  that  comes  to  the  attention  of  the  Department's  Health  Care  Options  (HCO)  contractors 
under  the  enhanced  elements  of  this  program  (See  page  68  for  a  full  discussion  of  HCO). 

Under  existing  Medi-Cal  managed  care  program  requirements,  at  the  time  of  enrollment,  Medi-Cal 
beneficiaries  must  be  informed  of  their  right  to  disenroll  and  given  information  on  how  to  do  so.  This 
information  must  also  be  furnished  to  enrolled  beneficiaries  in  the  written  membership  materials  that  their 
managed  care  plan  is  required  to  give  them.  The  Department  intends  to  ensure  that,  at  least  annually, 
enrolled  beneficiaries  are  informed  in  writing  of  their  right  to  disenroll.  This  written  notification  will  include 
information  on  how  to  file  a  disenrollment  request,  how  long  it  takes  for  a  disenrollment  request  to  be 
processed,  who  to  contact  at  the  health  plan  to  disenroll,  including  addresses  and  telephone  numbers,  and 
how  to  obtain  help  from  the  State  HCO  contractor’s  member  assistance  department,  or  the  Department,  if 
the  enrolled  beneficiary  has  difficulty  in  disenrolling  from  his  or  her  health  plan. 

The  Department  currently  collects  aggregate  data  for  each  PHP  and  PCCM  on  voluntary 
disenrollment  totals  and  reasons,  for  contract  monitoring  purposes.  The  Department  intends  to  begin  the 
practice  of  routinely  publishing  this  data  for  dissemination  to  the  public. 

Access 

One  of  the  most  sensitive  issues  addressed  in  this  document  is  access  to  care.  Not  only  will 
covered  Medi-Cal  beneficiaries  have  access  to  comprehensive,  coordinated  health  care  services  under  the 
two-plan  model,  but  that  access  should  be  better  for  many  than  it  was  under  the  patchwork  of  FFS.  It  is 
well-documented  that  health  care  delivery  under  FFS  is  overly  oriented  toward  the  treatment  of  sickness, 
rather  than  prevention  and  health  maintenance,  and  is  often  fragmented  and  episodic  with  undue  reliance 
in  many  communities  on  the  emergency  room  for  primary  and  other  non-emergency  care.  Further,  FFS 
Medi-Cal  has  had  to  rely  primarily  on  the  good  will  of  most  providers  to  accept  Medi-Cal  beneficiaries  as 
patients  and  some  Medi-Cal  beneficiaries  have  had  difficulty  finding  providers. 

In  contrast,  managed  care  contracting  formally  places  with  a  health  plan  the  obligation  and 
accountability  for  the  delivery  of  preventive,  primary  and  urgent  care  services  and  other  necessary  health 
care  in  a  timely  and  coordinated  manner  in  a  clinic  or  physician’s  office  setting. 

Of  course,  assurance  of  access  to  care  requires  reasonable,  enforceable  standards  and  a  serious 
State  monitoring  and  enforcement  effort.  Much  of  this  is  in  place  already,  and  the  Department  will  assure 
that  both  of  these  program  requirements  are  fully  in  place  well  before  any  managed  care  plan  begins 
operations  under  the  two-plan  model. 

Managed  care  program  standards  and  the  Department's  enforcement  efforts  will  be  governed  by 
the  following  general  principles  relative  to  access  to  care.  The  Departments  of  Health  Services  and 
Corporations  regularly  monitor  and  evaluate  existing  managed  care  contractors  against  these  requirements 
and  will  extend  their  oversight  to  the  new  plans  which  contract  with  the  State  under  the  two-plan  model. 
These  principles  are  not  intended  to  be  exclusive. 

o  Health  plans  must  have  a  documented  system  for  monitoring  and  evaluating  accessibility  of  care, 

including  a  system  for  addressing  problems  that  develop  regarding  waiting  times  and  appointments. 

Plans  must  also  have  written  procedures  for  review  of  no-shows  and  broken  appointments. 
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o  Except  for  emergency  services,  health  plans  must  actively  encourage  their  members  to  seek  their 
health  care  during  time-specific  scheduled  appointments.  The  plan  must  have  the  capacity  to  meet 
its  appointments,  and  they  must  be  available  within  a  reasonable  time  frame. 

o  Same-day  triage  and  appointments  for  urgent  care  must  be  available. 

o  Health  plan  facilities  must  be  in  reasonable  proximity  to  the  areas  in  which  members  reside 
and  physically  accessible  to  the  disabled. 

o  Explicit  standards  will  be  maintained  for  the  ratios  of  primary  care  providers  to  patients  and  total 
physicians  to  patients.  Currently  the  standards  applied  by  both  DOC  and  DHS  require  either  one 
full-time  equivalent  physician  for  each  1200  members  and  one  full-time  equivalent  primary  care 
provider  for  each  2000  members  or  a  specific  alternative  mechanism  which  demonstrates  an 
adequate  ratio  of  physicians  and/or  physician  extenders  to  members.  Qualified  physician  coverage 
must  be  available  seven  days  a  week. 

o  Managed  care  plans  must  have  a  process  for  actively  encouraging  patients  to  choose  a  primary 
care  provider. 

o  Emergency  services  must  be  available  and  accessible  24  hours  a  day,  seven  days  a  week.  Although 
in  an  emergency,  members  may  use  the  closest  emergency  room,  health  plans  must  have  formal 
arrangements  and  written  protocols  specifying  how  members  obtain  after  hours  emergency  and 
urgent  care  and  pharmacy  services. 

o  Health  plans  must  take  active  responsibility  for  educating  patients  and  emergency  room 
providers  on  the  appropriate  use  of  emergency  rooms  in  a  managed  care  setting. 

o  Emergency  services  arrangements  for  health  plan  enrollees  must  be  governed  by  a  mutual 
agreement  between  health  plans  and  emergency  care  facilities  which  specifies  the 
responsibilities  of  each  relative  to  the  caring  for  plan  members  in  an  emergency  facility.  The 
Department  will  require  plans  to  adopt  the  July  1990  "Guidelines  for  Appropriate  Treatment 
and  Transfer  of  Managed  Care  Plan  Members  Requiring  Emergency  Medical  Care" 
developed  by  the  California  Task  Force  on  Emergency  Care  for  Managed  Care  Plan 
Members.  (This  was  a  joint  effort  involving  the  California  Chapter  of  the  American  College 
of  Emergency  Physicians,  major  provider  associations  representing  physicians  and  hospitals 
and  the  CAHMO.)  (See  Appendix  A  for  the  Guidelines). 

o  Health  plans  must  demonstrate  the  capability  to  assure  plan  members  access,  through 
staffing,  subcontracting,  or  referral,  to  specialists  who  are  certified  or  have  received 
specialty  or  sub-specialty  training.  Plans  must  have  written  procedures  for  making  referrals; 
and  documentation  of  referrals  must  include  follow-up  to  determine  if  care  was  received. 

o  Health  plans  and  their  network  providers  must  cooperate  with  monitoring  and  quality  of 
care  reviews  conducted  by,  on  behalf  of,  or  as  the  result  of  State  or  federal  legal 
requirements  governing  the  Department  or  any  other  legally-empowered  agency.  This 
includes  providing  access  to  necessary  patient  records  and  other  relevant  information 
necessary  to  conduct  such  oversight.  The  Department  intends,  however,  to  minimize 
redundant  quality  of  care  and  other  performance  reviews  by  the  governmental  and  other 
entities  with  responsibility  for  reviewing  health  plan  quality  of  care  and  access  by  working 
to  establish  reciprocity  in  the  sharing  of  performance  reviews  between  the  responsible 
agencies. 
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A  key  premise  of  this  Plan  is  that  the  Department  will  establish  uniform  standards  for  all  Medi-Cal 
managed  care  contractors.  For  this  reason,  and  to  bring  the  PCCM  program  into  greater  consistency  with 
mainstream  managed  care,  the  requirements  for  formal  emergency  room  arrangements  and  adherence  to 
the  "Guidelines  for  Appropriate  Treatment  and  Transfer  of  Managed  Care  Plan  Members  Requiring 
Emergency  Medical  Care"  described  above  will  be  incorporated  into  existing  PCCM  requirements. 

Monitoring  for  Access.  The  Department  recognizes  the  importance  of  assuring  that  managed  care 
plan  performance  conforms  continuously  to  program  access  standards.  The  Department’s  managed  care 
contract  management  section  always  has  included  staff  responsible  for  routine  monitoring  of  managed  care 
plan  performance  relative  to  access  and  quality  of  care.  Routine  monitoring  of  managed  care  plan 
performance  will  continue  to  include,  but  not  necessarily  be  limited  to,  the  following  types  of  activities  to 
assure  that  reasonable  access  to  care  is  being  provided: 

o  Ensure  that  new  member  orientation  materials  appropriately  and  adequately  inform  members  about 
how  to  make  appointments  and  receive  care  and  about  reasonable  appointment  scheduling  time 
frames  for  routine  and  urgent  care. 

o  Review  managed  care  plans’  internal  appointment  and  waiting  time  monitoring  systems  to  assure 
that  they  routinely  and  accurately  measure  plan  performance  and  that  they  resolve  problems  which 
are  identified. 

o  Review  plan  provider  networks  to  confirm  adequate  provider  capacity  and  the  availability  and  use 
of  specialty  physicians,  pharmacy  and  other  providers,  and  assess  and  confirm  that  physician-to- 
patient  ratios  and  reasonable  distance  requirements  are  met. 

o  Review  plan  service  sites  to  assure  that  hours  of  operation  are  maintained  as  required. 

o  Confirm  managed  care  plan  after  hours  care  arrangements;  assess  emergency  room  utilization  by 

plan  members  for  appropriateness  and  indicators  of  access  problems. 

o  Review  plan  grievance  logs  for  complaints  about  access  and  to  confirm  plan  actions  to  address 
them. 

o  Review  requests  for  change  of  primary  care  provider  or  managed  care  plan  for  access-related 
reasons. 

o  Review  access-related  problems  brought  by  members  to  the  Health  Care  Options  contractor.  (See 
discussion  of  Health  Care  Options  beginning  on  page  68.) 

o  Analyze  utilization  data  for  trends  that  reflect  possible  access  or  availability  problems. 

o  Review  out-of-plan  provider  claim  denials  for  indications  of  access  problems. 


Capacity 

Prior  to  receiving  Departmental  approval  to  begin  operations,  each  plan  will  be  responsible  for 
demonstrating  to  the  Department  that  it  has  adequate  capacity  to  provide  covered  services,  in  accord  with 
the  terms  and  conditions  of  its  contract  with  the  State,  to  the  Medi-Cal  beneficiary  population  it  will  be 
authorized  to  enroll.  Whether  services  are  provided  directly  by  plan  staff  or  through  other  providers,  the  plan 
will  be  required  to  specify  the  manner  in  which  services  will  be  made  available,  and  will  be  required  to 
document  that  it  adheres  to  the  following: 
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1.  There  are  sufficient  local  providers  willing  to  provide  services  to  the  plan's  Medi-Cal  enrollees. 
For  any  service  that  the  plan  intends  to  deliver  through  a  closed  panel  of  providers  other  than  those 
employed  by  the  plan,  there  must  be  written  agreements  on  file  with  each  provider. 

2.  The  required  elements  of  HMO  subcontracts  are  established  in  Medi-Cal  regulations.  Both  the 
local  initiative  and  mainstream  plan  will  be  required  to  conform  to  these  regulations.  All  subcontracting 
providers  must  comply  with  all  terms  and  conditions  required  of  the  plan  by  its  contract  with  the  State,  and 
must  specifically  assure  access  to  Department  audit  staff.  State  staff  will  review  these  agreements  and  may 
contact  the  subcontracting  providers  to  verify  their  understanding  of  the  terms  and  conditions  of  the 
agreement.  In  addition,  if  the  local  initiative  is  subject  to  the  HIO  provisions  of  the  Social  Security  Act,  it  will 
be  required  to  document  that  all  of  its  providers  have  Medi-Cal  provider  numbers. 

3.  All  entities  providing  services  to  Medi-Cal  beneficiaries  under  the  plan’s  contract,  whether  plan 
staff  or  not,  at  all  times  will  be  required  to  comply  with  all  pertinent  State  and  federal  regulatory  and  licensing 
requirements.  The  professional  practices  of  all  providers  in  any  way  associated  with  the  plan  must  be  in 
conformity  with  prevailing  standards  established  by  recognized  professional  certification  organizations.  The 
plan  will  have  primary  responsibility  for  assuring  such  compliance  and  conformance  of  its  providers  and 
must  provide  documentation  to  the  State  of  its  procedures  for  complying  with  this  responsibility. 

4.  Whether  operated  directly  by  the  plan  or  otherwise,  primary  care  physician  offices  and  clinics 
through  which  the  plan  will  deliver  services  will  be  subject  to  site  reviews  conducted  by  either  State  or  plan 
staff  to  document  that  they  meet  all  pertinent  State  legal,  regulatory,  and  contractual  obligations.  If  the  plan 
conducts  site  reviews,  documentation  must  remain  on  file  with  the  plan  and  be  available  for  review  by  the 
Department.  The  Department  may  audit  selected  plan-conducted  site  reviews  to  validate  the  findings 
recorded. 

Plans  will  be  required  to  submit  documentation  to  the  Department  substantiating  that  each  primary 
care  physician  office  or  clinic  site  has  adequate  staffing  and  facilities  to  support  the  number  of  enrollees  the 
plan  intends  to  serve  at  the  site.  After  the  Department  has  approved  the  site,  the  plan  may  not  serve 
additional  enrolled  beneficiaries  at  that  site  without  submitting  additional  documentation  to  the  Department. 

Culturally  Appropriate  and  Linguistically  Competent  Services 

The  growing  gap  between  the  ethnic  and  cultural  makeup  of  California’s  population  and  the  ethnic 
and  cultural  identity  of  its  health  care  providers  and  public  health  workers  has  been  a  source  of  concern  to 
public  health  leaders  throughout  the  State.  A  great  deal  has  been  written  about  the  need  for  more  culturally 
appropriate  interventions,  including  health  education  and  diagnostic  and  therapeutic  services.  "Culturally 
appropriate"  means  the  capacity  of  individuals  or  organizations  to  effectively  identify  the  health  practices  and 
behaviors  of  target  populations;  to  design  programs,  interventions,  and  services  which  effectively  address 
cultural  and  language  barriers  to  the  delivery  of  appropriate  and  necessary  health  care  services;  and  to 
evaluate  and  contribute  to  the  ongoing  improvement  of  these  efforts.  Such  consideration  facilitates  access 
to  care,  improves  patient  satisfaction,  promotes  compliance  with  treatment  regimens,  and  facilitates  more 
effective  health  promotion  efforts.  Ultimately,  culturally  appropriate  services  are  an  important  factor  in 
improved  health  outcomes. 

Access  to  culturally  appropriate  health  care  services,  including  access  to  health  professionals  who 
can  communicate  effectively  in  the  languages  of  their  clients,  should  be  a  primary  objective  of  health  care 
reform.  Services  provided  to  Medi-Cal  beneficiaries  by  managed  care  plans  must  be  directed  toward 
meeting  tangible  objectives  for  cultural  appropriateness. 

Establishing  such  goals  and  developing  ways  to  evaluate  managed  care  contractors’  progress 
toward  them  is  an  ongoing  process.  The  Department  will  work  with  providers  and  community  organizations 
in  this  process.  As  a  first  step,  the  Department  will  adopt  as  a  requirement  for  all  existing  and  future 
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managed  care  program  contractors  the  following  "Cultural  Index  of  Accessibility  to  Care,"  which  is  based 
on  recommendations  from  a  variety  of  community  coalitions  and  other  groups  that  responded  to  the 
Department’s  invitation  to  comment  on  the  Draft  Strategic  Plan.  This  index  incorporates  suggestions  from 
such  groups  as  the  Latino  Coalition  for  a  Healthy  California,  the  California  Urban  Indian  Health  Council,  Inc., 
the  California  Pan-Ethnic  Health  Network,  and  Asian  Health  Services. 

Cultural  index  of  Accessibility  to  Care.  When  an  ethnic  group  with  limited  English  language 
capability  is  ten  percent  or  more  of  a  managed  care  contractor's  enrollment  (and  the  contractor’s  total  Medi- 
Cal  enrollment  is  1,000  or  more),  the  following  services  are  required: 

Plan  Coverage  Information.  Information  about  membership  in  the  managed  care  plan,  including 
details  about  coverage,  shall  be  presented  in  the  languages  of  the  members,  both  orally  and  in  writing,  as 
specified  above.  Plan  member  services  departments  should  have  the  resources,  including  staff  persons, 
to  go  to  the  community  centers  and  other  locations  where  their  enrollees  gather  to  ensure  that  their 
members  know  how  their  plan  works  and  how  to  use  it,  and  to  identify  and  solve  individual  access 
problems.  Plans  which  distribute  informational  literature  as  part  of  their  outreach  efforts  shall  ensure  that 
it  is  culturally  appropriate.  Individual  plans  shall  have  the  flexibility  to  decide  the  extent  to  which  such 
outreach  arrangements  are  necessary  to  meet  their  members’  needs.  The  plan  membership  process  also 
must  have  the  ability  to  include  in  plan  records  information  about  a  non-English  speaking  member’s  primary 
language. 

Health  Education  Programs.  Managed  care  plans  also  must  design  health  education  programs 
which  are  culturally  appropriate  for  their  members.  The  health  education  efforts,  which  will  complement  local 
public  health  activities,  must  be  designed  using  community-based  needs  assessments  and  other  relevant 
information  available  from  State  and  local  governmental  agencies  and  community  groups.  Educational 
programs  must  make  use  of  health  promotion  approaches  and  health  informational  literature  which 
recognize  enrolled  groups’  values  and  health  beliefs. 

Health  Care  Provider  Orientation  and  Training.  Managed  care  provider  orientation  and  training 
programs  must  include  components  designed  to  facilitate  communication  with  non-English  speaking  patients 
and  patients  who  don’t  hold  mainstream  health  beliefs.  Specifically,  this  module  should  provide  the  plan’s 
direct  care  givers  the  following: 

1.  Orientation  to  the  effective  use  of  non-medically-trained  translators  to  take  patient  histories  and  to 
assist  with  other  communication  related  to  treating  the  patient; 

2.  Strategies  for  using  the  belief  patterns  and  family  support  systems  of  the  patients  to  promote 
adherence  to  the  course  of  treatment  as  well  as  assumption  of  personal  responsibility  for  preventive 
health  behaviors; 

3.  Background  information  for  identifying  and  treating  certain  diseases  and  health  conditions  not 
commonly  found  in  the  dominant  patient  population. 

Qualifications  of  Translators.  Managed  care  plans  must  assure  and  be  prepared  to  demonstrate 
the  competence  of  their  staff  who  are  responsible  for  translation  services  for  plan  members.  Such 
competence  must  include  the  ability  to  translate  commonly  used  primary  care  medical  terms  from  English 
to  languages  used  by  the  plan  members. 

Appointments  and  Medical  Advice.  Managed  care  plans  must  have  bilingual  or  multilingual 
personnel  staffing  their  medical  advice  and  appointment  systems.  The  training  of  these  staff  persons  must 
enhance  their  understanding  of  the  difficulties  members  who  have  been  used  to  FFS  arrangements  might 
have  in  learning  to  use  managed  care  systems.  In  addition,  discharge  planners  must  be  able  to  provide 
linguistically  and  culturally  appropriate  information  to  ensure  that  patients  understand  and  are  willing  to 
follow  their  post-treatment  instructions. 
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Member  Satisfaction.  Annual  surveys  that  assess  members’  satisfaction  with  the  plan  and  their 
coverage  must  be  an  integral  feature  of  the  Medi-Cal  managed  care  program.  These  surveys  must  be 
designed  to  accommodate  language  and  culture  differences  among  members.  (Further  discussion  of 
member  satisfaction  surveys  can  be  found  on  page  40.) 

Membership  Assistance.  The  Department  already  is  implementing  the  Health  Care  Options  (HCO) 
program  to  help  Medi-Cal  managed  care  plan  members  to  understand  and  use  their  plan  services  effectively 
and  to  pursue  resolution  of  problems  or  complaints  with  their  plan.  The  staff  in  this  program  will  be  trained 
to  be  aware  of  and  responsive  to  the  language  needs  and  cultural  differences  of  the  communities  they  serve. 
(The  Health  Care  Options  program  is  discussed  beginning  on  page  68.) 

Clinical  Preventive  Services 

The  public  and  private  health  care  sectors  long  have  recognized  the  value  of  providing  clinical 
preventive  health  care  services  as  a  method  of  reducing  preventable  illnesses  and  expenditures  in  both  the 
short  and  long  term.  This  common  ground  has  resulted  in  a  greater  willingness  to  work  in  partnership  in 
developing  agreements  about  what  constitutes  appropriate  preventive  care  and  what  data  must  be  captured 
to  make  possible  long  term  evaluation  of  the  effectiveness  of  these  services. 

The  necessity  and  value  of  clinical  preventive  services  and  patient  education  also  are  acknowledged 
in  Medi-Cal  HMO  contracting  law.  The  Department  will  take  the  steps  necessary  to  apply  these  legal 
requirements  to  the  two-plan  model  in  each  region. 

Thus,  program  requirements  for  clinical  preventive  services  in  Medi-Cal  managed  care  plans  will 
build  on  existing  State  requirements.  Each  mainstream  plan  and  local  initiative  will  be  required  to  operate 
under  a  uniform  set  of  standards  governing  the  organized  provision  of  clinical  preventive  services  and  patient 
education.  Each  health  plan’s  programs  for  these  services  also  will  be  required  to  conform  to  the 
requirements  for  cultural  appropriateness  and  linguistic  competence  described  in  this  document. 

The  Welfare  and  Institutions  Code  requires  that  each  Medi-Cal  HMO  provide  a  continuing  program 
of  preventive  health  care  services,  appropriate  to  the  needs  of  the  projected  plan  population,  which  satisfies 
the  Knox-Keene  requirements  for  preventive  services  and  includes  the  provision  of  CHDP  services  to 
members  under  21  in  accordance  with  State  statutory  requirements  governing  that  program. 

Under  the  Knox-Keene  Act,  a  health  plan’s  preventive  health  services  must  include  the  detection  of 
asymptomatic  diseases  and  must  cover  the  following,  under  a  physician’s  supervision:  reasonable  health 
appraisal  examinations  on  a  periodic  basis;  a  variety  of  voluntary  family  planning  services;  prenatal  care; 
vision  and  hearing  testing  for  children;  immunizations  for  children,  according  to  the  recommendations  of  the 
American  Academy  of  Pediatrics,  and  for  adults  as  recommended  by  the  U.S.  Public  Health  Service; 
venereal  disease  tests;  and  cytology  examinations  on  a  reasonable  periodic  basis. 

The  annual  quality  of  care  review,  legally  required  of  each  Medi-Cal  health  plan  contractor  and 
conducted  by  the  State,  also  includes  an  assessment  of  contractor  compliance  with  accepted  clinical 
guidelines  and  recommendations  for  adult  clinical  preventive  services.  Under  both  existing  State  and  federal 
law,  the  annual,  formal  quality  of  care  review  requirement  will  apply  to  all  managed  care  plans. 

Within  the  Department,  a  work  group  has  reviewed  the  state  of  the  art  in  clinical  preventive  health 
care  services  and  current  standards  for  managed  care  plans  and  is  developing  consensus  on  standards  to 
be  recommended  for  integration  into  managed  care  programs.  (See  Appendix  B  for  the  final  draft  of  these 
recommendations.)  The  recommendations,  currently  under  consideration,  reflect  state-of-the-art  standards 
for  clinical  preventive  services  in  a  managed  care  environment,  are  currently  required  of  our  managed  care 
contractors,  and  therefore  do  not  expand  the  efforts  or  costs  of  existing  plans.  The  inclusion  of  these 
services  ensures  substantial  improvement  over  FFS  in  the  delivery  of  clinical  preventive  services.  In  the 
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context  of  the  two-plan  model,  this  will  also  stimulate  competition  among  plans  to  generate  future  increases 
in  performance  within  the  existing  capitation  rate.  To  the  extent  that  maintenance  of  state-of-the-art 
standards  in  the  future  result  in  a  net  new  cost,  as  defined  in  Chapter  9,  and  as  additional  funding  becomes 
available,  the  Department  will  adjust  the  capitation  rate. 

Patient  Education 

In  addition  to  the  elements  of  patient  education  discussed  in  Chapter  9,  the  Department  will  apply 
existing  State  Medi-Cal  managed  care  program  requirements  for  patient  health  education  to  health  plans 
operating  under  the  two-plan  model.  These  include  Knox-Keene  Act  rules  (applicable  to  Medi-Cal  prepaid 
health  plans)  requiring  health  plans  to  provide  effective  health  education  services,  including  information 
about  personal  health  behavior  and  health  care  and  recommendations  regarding  the  optimal  use  of  health 
care  services  provided  by  the  plan  or  health  care  organizations  affiliated  with  the  plan.  In  addition  to  these 
requirements,  the  health  plan  must  have  a  patient  education  program  which  informs  members  about  the 
availability  of  local  programs,  such  as  the  Women,  Infants  and  Children  nutrition  program,  and  the  numerous 
local  support  groups  that  can  assist  members  to  make  wise  health  choices,  comply  with  treatment  regimens, 
and  be  less  dependent  on  formal  care  providers  for  information  and  support. 

Medi-Cal  program  rules  that  extend  to  managed  care  plans  also  explicitly  provide  for  health 
education  assessments  and  interventions  as  an  integral  part  of  comprehensive  perinatal  care.  Further,  Medi- 
Cal  managed  care  rules  require  that  health  plan  pharmacy  services  include  consultation  with  a  pharmacist 
to  assure  that  members  understand  the  proper  use  of  prescribed  drugs  and  that  preservers’  objectives  in 
ordering  the  drugs  are  met. 

In  evaluating  the  adequacy  of  plan  health  education  programs,  the  State  will  use,  but  will  not 
necessarily  limit  its  assessment  to,  current  State  health  plan  quality  of  care  review  criteria  that  consider  the 
following: 

o  Does  the  plan’s  health  education  program  show  evidence  of  commitment?  That  is,  does  the 
program  make  use  of  a  health  education  specialist  with  responsibility  for  development,  coordination, 
and  provision  of  health  education  activities? 

o  Does  the  plan  have  a  system  by  which  providers  refer  members  to  health  education  services? 

o  Has  the  plan  considered  information  from  all  reasonable  available  sources  in  assessing  the  needs 
of  the  enrolled  population? 

o  Do  medical  records  document  the  provision  of  nutritional  counseling  when  applicable? 

o  Does  the  plan  provide  health  information  in  print  or  other  media  to  meet  the  educational  needs  of 
the  enrolled  population? 


Newly  Enrolled  Beneficiary  Orientation 

The  two-plan  model  provides  for  all  beneficiaries  in  covered  aid  groups  to  enroll  in  one  of  the  two 
managed  care  plans  offered  in  each  designated  region.  This  means  that  many  beneficiaries  will  become 
managed  care  plan  members  for  the  first  time.  Because  managed  care  may  be  a  new  and  confusing  health 
care  setting  for  many  covered  beneficiaries,  member  orientation  will  be  a  critical  element  of  managed  care 
plan  member  services. 

Member  orientation  must  make  use  of  written  materials,  including  a  plan  service  guide,  that  are 
appropriate  for  the  varied  literacy  levels  of  Medi-Cal  beneficiaries.  Health  plan  orientation  materials  and 
service  guides  also  must  be  available  in  the  languages  of  the  non-English  speaking  populations  served  by 
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the  plan.  In  addition  to  written  materials,  managed  care  plans  may  need  to  offer  face-to-face  member 
orientation  in-house  discussions  and  outreach  activities,  such  as  community  meetings.  The  basic 
information  that  must  be  provided  as  a  part  of  member  orientation  is: 

o  Covered  and  excluded  services  and  how  to  obtain  excluded  services  that  are  Medi-Cal  benefits. 

o  Service  sites  and  locations,  hours  of  operation,  and  telephone  numbers. 

o  How  to  appropriately  use  the  plan’s  provider  network  and  schedule  appointments. 

o  How  to  obtain  emergency  services  and  after-hours  urgent  care  and  pharmacy  services. 

o  Plan  restrictions  on  the  use  of  out-of-plan  providers. 

o  How  to  select  a  primary  care  provider  and  schedule  an  initial  appointment. 

o  Member  services  locations  and/or  telephone  numbers  and  how  to  receive  language 
assistance. 

o  How  to  address  complaints  and  the  plan’s  procedures  for  responding  to  a  complaint  or 
grievance. 

o  How  to  disenroll  to  change  health  plans. 

Managed  care  plan  member  orientation  programs  and  materials  are  subject  to  the  advance  review 
and  approval  of  the  Department. 


Data  Reporting  Requirements 

The  Department  will  develop  data  reporting  requirements  for  managed  care  contractors  to  ensure 
that  the  plans  and  the  State  will  both  have  access  to  the  information  they  need  to  evaluate  the  impact  of 
all  services  provided  on  the  health  status  of  Medi-Cal  beneficiaries. 

Under  existing  managed  care  plans,  most  of  the  per  patient,  per  visit  (encounter  level)  data  is  not 
provided  to  the  Department  and  many  plans  do  not  collect  this  information  from  their  providers.  The 
Department,  therefore,  in  consultation  with  managed  care  contractors,  will  be  exploring  options  for 
developing  a  set  of  minimum  data  requirements  that  will  be  standardized  for  all  Medi-Cal  managed  care 
contractors.  The  Department  intends  to  work  with  managed  care  industry  representatives  and  local 
stakeholders  to  develop  the  specific  data  reporting  process  prior  to  the  implementation  of  the  two  plan 
model. 


The  State  will  allow  existing  managed  care  plans  to  use  their  current  claims  processing  systems  to 
generate  Medi-Cal  managed  care  system  data,  to  avoid  incurring  additional  expense.  A  system  will  be 
developed,  and  used  by  all  plans,  for  validating  and  formatting  the  data  before  submission  to  the  State.  This 
system  must  conform  to  current  and  future  federal  Medicaid  Management  Information  System.  This  system 
is  necessary  to  insure  the  integrity  of  the  data  and  to  provide  edits  for  "reasonableness". 

As  outlined  in  this  Plan,  the  assessment  of  quality  and  access  in  managed  care  plans  will 
increasingly  depend  upon  the  availability  of  data.  This  data  must  be  accurate,  comparable  across  plans, 
and  convey  basic  information  on  the  patient  populations  served,  their  utilization  of  health  care  services,  the 
health  outcomes  associated  with  these  services,  the  health  status  of  the  populations,  and  their  satisfaction 
with  the  care  they  receive.  This  information  will  be  derived  from  a  combination  of  approaches,  including 
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aggregate  or  summary  reports,  special  studies  within  or  across  plans,  routine  sampling  of  plan  encounters 
and/or  outcomes,  and  plan  membership  surveys. 

Many  of  these  data  elements,  such  as  health  outcomes  and  measures  of  patient  satisfaction,  are 
not  yet  defined  and  will  be  addressed  by  a  work  group  to  be  convened  by  the  Department.  This  work  group 
will  also  coordinate  its  efforts  with  national  groups  working  on  these  issues.  Nevertheless,  some  elements 
can  be  defined  now,  and  these  definitions  and  requirements  are  intended  to  assist  interested  managed  care 
plans  or  local  stakeholders  intending  to  establish  a  managed  care  plan  in  the  design  or  evolution  of  their 
management  information  systems  (MIS)  and  their  ability  to  generate  patient-specific  and  other  data. 

Management  information  systems  are  a  critical  element  in  the  managed  care  plans’  internal 
management  of  plan  operations,  and  in  the  assessment  of  access  and  quality  by  the  plan  administrators  and 
clinicians  as  well  as  by  the  Department  in  its  oversight  role.  Consistent  with  the  Department’s  plans  for  the 
expansion  of  managed  care,  the  following  minimum  requirements  will  be  addressed  to  all  managed  care 
contractors,  public  or  private: 

o  For  managed  care  systems  that  include  a  fee-for-service  component,  provider  billings  for  fee-for- 
service  services  must  be  made  using  uniform  claim  forms  and  electronic  format  as  designated  by 
the  Department  in  accordance  with  state  and  federal  requirements. 

These  forms  are  currently  the  HCFA  1500  for  noninstitutional  services  and  the  UB  92  for  institutional 
services.  The  electronic  format  has  been  established  by  the  American  National  Standards  Institute 
(ANSI).  In  California,  this  requirement  is  established  in  accordance  with  Chapter  1133,  Statutes  of 
1992  (SB  1333).  The  managed  care  plan  must  provide  the  Department  with  a  magnetic  tape  of  all 
of  its  paid  and  denied  claims  each  month. 

For  services  paid  by  the  managed  care  plan  to  a  provider  on  a  capitated  basis,  the  managed  care 
plan  must  collect  encounter  level  data  for  each  service  encounter  using  ANSI  formats.  This  data 
must  be  at  a  level  comparable  to  the  service  data  collected  with  a  HCFA  1500  or  UB  92.  The  data 
must  include  procedure  and  diagnosis  information  using  national  coding  structures  (currently 
HCPCS  procedure  codes  and  ICD-9-CM  diagnosis  codes).  A  set  phase-in  period  will  be  allowed 
for  any  HMO  that  does  not  currently  collect  encounter  level  data.  This  data  must  be  transmitted 
electronically  in  a  format  consistent  with  ANSI  standards. 

o  The  managed  care  plans  will  be  required  to  produce  aggregate  reports  including  analyses  of  the 
utilization  of  services,  provider  participation,  access  to  care,  and  quality  of  care.  The  Department 
is  organizing  a  data  work  group  to  define  these  reports,  and  will  be  inviting  the  participation  of 
current  and  potential  Medi-Cal  managed  care  providers. 

o  The  managed  care  plan  must  be  able  to  accept  and  utilize  the  plastic  magnetic-strip  California 
Health  Identification  card  which  will  be  introduced  for  use  by  Medi-Cal  beneficiaries  in  1994.  The 
State  will  furnish  card  readers  to  all  providers.  These  cards  will  be  used  for  on-line  eligibility 
verification. 

o  The  Department  is  concerned  about  its  ability  to  respond  to  individual  beneficiary  or  provider 
complaints  directed  to  the  Department  or  to  the  Legislature.  Traditionally,  the  State  has  required 
on-line  access  to  claim  and  utilization  data,  for  DHS  review  purposes  only,  including  paid  and 
denied  claims  information  and  provider  member  files.  The  State  will  be  willing  to  consider  alternative 
methods  of  addressing  this  need,  however. 

While  these  are  our  format  and  data  requirements  today,  the  Department  continues  to  track  changes 
that  are  occurring  at  the  national  level.  Both  the  Department  and  the  managed  care  plans  must  be  able  to 
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adopt  changes  that  occur  nationally,  and  the  Department  recognizes  the  importance  of  consistency  across 
purchasers  in  their  requirements  of  provider  systems.  Managed  care  plans  contracting  with  Medi-Cal  may 
meet  these  requirements  through  selection  of  a  separate  management  information  system,  or  by  requesting 
the  Department  to  provide  the  managed  care  plan  with  a  management  information  system  and  system 
support.  If  the  plan  elects  to  develop  or  operate  its  own  system,  the  cost  of  the  initial  procurement,  and/or 
the  modification  of  an  existing  system  to  meet  plan  needs,  and  the  additional  costs  associated  with  the 
several  modifications  each  year  necessary  to  meet  State  or  federal  requirements  will  be  costs  borne  by  the 
managed  care  plan.  If  the  plan  uses  the  MIS  system  adopted  by  the  Department  through  EDS,  however, 
the  costs  to  be  plan  will  be  reduced  because  the  State  will  be  able  to  receive  90  percent  and/or  75  percent 
federal  financial  participation.  This  enhanced  federal  funding  is  not  available  if  plans  choose  to  use/develop 
their  own  MIS  systems.  We  make  this  offer  because  of  the  advantages  of  a  uniform  MIS  system  across  as 
many  plans  as  possible,  and  because  it  would  reduce  the  complexity  of  our  own  oversight  activities.  We 
invite  further  discussion  with  interested  counties  or  plans. 

Managed  care  plans  will  need  to  meet  the  requirements  outlined  above  when  contracting  with  the 
State.  We  recognize  that  certain  HMOs  do  not  currently  have  the  system  capabilities  to  meet  these 
requirements  upon  contract  execution.  Therefore,  in  limited  cases,  we  will  provide  a  defined  phase-in 
period  to  meet  these  requirements. 

The  data  requirements  imposed  on  managed  care  contractors  will  apply  uniformly  to  all  plans  and 
will  take  effect  when  the  local  initiative  and  mainstream  managed  care  plans  begin  operations.  Data  will  be 
reported  in  an  electronic  format.  Any  data  reporting  requirements  which  will  add  new  costs  will  be  phased 
in  over  time,  as  resources  permit. 
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Financial  Terms  of  Participation 

Managed  Care  Plan  Risk  Assumption.  Managed  care  plans  operating  under  the  two-plan  model 
must  enter  into  full  risk,  capitated  managed  care  contracts. 

In  exchange  for  the  payments  made  by  the  State  to  the  contractor  under  the  terms  of  the  managed 
care  contract  in  each  year  of  the  contract,  the  contractor  will  be  liable  or  "at  risk"  for  the  costs  of  all  covered 
services  provided  to  enrolled  beneficiaries  during  that  year. 

The  Department  has  carefully  considered  the  suggestions  that  there  are  alternatives  to  the 
capitation  approach  in  moving  the  Medi-Cal  program  to  managed  care.  Over  the  past  year,  the  Department 
has  been  reviewing  Medicaid  managed  care  models  in  other  States  to  determine  any  possible  relevance  or 
applicability  to  California’s  efforts.  We  have  concluded  that  little  in  the  methods  and  experiences  in  other 
states  is  a  good  fit  for  California-particularly  for  the  regions  designated  under  the  Plan,  given  the  context 
of  California’s  design  and  operation  of  the  Medi-Cal  FFS  program  and  the  general  prevalence  of  capitated 
managed  care  in  the  State.  Full-risk  capitation  is  the  prominent  mode  of  managed  care  financing  in 
California,  and,  with  the  assurances  of  program  integrity  that  will  govern  the  two-plan  model,  it  is  the 
preferred  financing  method  for  achieving  the  objectives  of  the  Plan. 

The  Department  will  continue  to  test  alternatives  like  fee-for-service  managed  care  in  non-designated 
regions  where  there  currently  is  limited  potential  for  the  development  of  large,  comprehensive  organized 
managed  care  plans. 

It  should  be  noted  that  the  risk  element  of  a  managed  care  plan’s  Medi-Cal  contract  does  not 
necessarily  mandate  the  managed  care  plan  to  place  its  health  care  providers  at  risk.  Participating  managed 
care  contractors  will  have  flexibility  in  setting  provider  reimbursement,  savings  sharing,  and  risk-sharing 
policies.  Many  managed  care  plans  do  pay  primary  care  providers  on  a  capitated  basis;  however,  this 
arrangement  typically  is  associated  with  other  incentives  for  effective  case  management  and  an  agreement 
to  share  savings  with  primary  care  providers  who  manage  care  appropriately.  Physician  incentive 
arrangements  in  Medi-Cal  managed  care  are  governed  by  federal  Medicaid  rules  designed  to  protect  against 
abuses. 


Capitation.  The  method  of  payment  to  managed  care  contractors  under  the  two-plan  model  will  be 
capitation,  as  it  is  for  Medi-Cal’s  existing  30  managed  care  contractors.  Consistent  with  past  practice,  the 
Department  expects  to  share  and  discuss  with  contractors  the  assumptions  and  the  cost  and  utilization  data 
used  in  setting  capitation  rates.  As  a  condition  of  participation,  however,  managed  care  contractors  will 
be  required  to  accept  the  capitation  rates  offered  by  the  State  (or,  in  the  case  of  the  mainstream  plan 
invitation  for  bid  process,  the  capitation  rates  established  as  the  fee-for-service  equivalent  will  constitute  a 
benchmark  used  to  evaluate  mainstream  plan  price  bids). 

The  Department  has  more  than  twenty  years  of  experience  in  calculating  the  capitation  payments 
made  to  managed  care  plans.  (See  the  next  section  for  a  detailed  discussion  of  the  capitation  rate-setting 
methodology.)  During  these  years,  the  Department’s  rate-setting  methods  have  been  reviewed  regularly  and 
found  valid  and  actuarially  sound  by  consulting  actuaries,  managed  care  contractors,  the  federal  government 
and  other  oversight  agencies. 

Both  State  and  federal  law  require  that  Medi-Cal  capitation  rates  be  set  in  accordance  with  sound 
actuarial  principles  and  methods.  The  Department  complies  with  these  requirements  by  using  certified 
actuaries  to  set  capitation  rates.  The  methodology  established  by  the  Department’s  actuaries  is  made  public 
annually. 

Rate-Setting  Methodology.  Since  the  inception  of  the  program  in  the  mid  nineteen-sixties,  the  most 
common  mode  of  health  care  delivery  in  Medi-Cal  has  been  FFS.  Under  FFS,  beneficiaries  are  required 
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to  seek  out  a  provider  of  medical  services  when  they  are  in  need.  The  State  then  reimburses  the  provider 
according  to  a  set  schedule  of  fees  for  the  specific  services  provided.  Medi-Cal  managed  care  plans 
operate  under  at-risk  arrangements  wherein  they  guarantee  to  provide  or  arrange  for  all  medically  necessary 
services  required  by  their  enrollees,  and  to  do  so  for  a  predetermined  amount  per  member  per  month, 
referred  to  as  a  capitation  rate. 

Federal  law  and  regulation  stipulate  that  the  amount  of  capitation  paid  to  health  plans  may  be  no  higher 
than  the  State’s  cost  of  providing  the  same  services  under  FFS.  Specifically,  a  regulation  implementing  the 
Social  Security  Act  provides  that  "...under  a  risk  contract,  Medicaid  payments  to  the  contractor,  for  a  defined 
scope  of  services  furnished  to  a  defined  number  of  recipients,  may  not  exceed  the  cost  to  the  agency  of 
providing  those  same  services  on  a  fee-for-service  basis,  to  an  actuarially  equivalent  nonenrolled  population 
group."  (42  Code  of  Federal  Regulations,  Section  447.361).  This  provision  generally  is  referred  to  as  the 
"upper  payment  limit." 

Under  California’s  current  rate  setting  process,  the  State’s  actuary  begins  to  develop  capitation  rates 
by  first  examining  the  Department’s  FFS  paid  claims  expenditure  data  from  the  most  recent  fiscal  year  for 
which  relatively  complete  data  is  available. 

From  this  raw  data,  base  costs  are  developed  which  then  are  projected  into  the  period  when  the 
rates  will  be  in  effect.  (Projecting  includes  making  adjustments  for  claims  lag  and  known  changes  such  as 
new  legislation,  court  decisions,  program  and  eligibility  changes,  and  similar  factors.) 

Monthly  capitation  rates  for  services  to  Medi-Cal  beneficiaries  enrolled  in  a  managed  care  plan  are 
developed  by  making  adjustments  for  specific  factors  that  directly  affect  FFS  costs  such  as  the  age  and  sex 
of  the  enrolled  beneficiaries,  eligibility  categories  covered  by  the  plan,  and  variances  in  costs  among 
geographic  areas.  These  adjustments  protect  both  the  plan  and  the  State  against  the  risks  of  adverse 
selection  by  tying  rates  to  persons  actually  covered  by  the  plan  in  their  service  area.  The  final  capitation 
rate  package  offered  each  plan  consists  of  rates  for  the  services  component  developed  in  this  manner  for 
each  covered  aid  code,  plus  an  administrative  cost  component  based  on  the  State’s  experience. 

The  assumptions  used  in  rate  calculations  are  as  important  as  the  methodology  employed.  The 
fundamental  assumption  is  that  the  FFS  population  is  actuarially  equivalent  to  the  population  enrolled  in 
managed  care  plans.  However,  a  number  of  recent  changes  in  the  Department’s  FFS  cost  experiences 
indicate  that  the  assumption  of  actuarial  equivalence  needs  to  be  reevaluated. 

In  addition,  the  assumption  that  the  FFS  base  and  the  managed  care  population’s  health  needs  are 
comparable  will  become  less  viable  when  significantly  greater  percentages  of  the  Medi-Cal  beneficiary 
population  shift  from  FFS  to  managed  care.  Without  refinements  to  the  current  rate  setting  methodology, 
capitation  rates  will  be  less  likely  to  accurately  reflect  the  FFS  costs  of  services,  and  may  not  appropriately 
compensate  managed  care  plans  for  services  delivered.  Under  such  circumstances,  continued  reliance  on 
the  current  methodology  would  threaten  the  viability  of  the  managed  care  contracting  program  in  the  State. 

For  these  reasons,  the  Department  is  entering  into  a  contract  for  a  study  of  the  relationship  between  FFS 
costs  and  capitation  rates.  This  study  may  lead  to  the  development  of  a  new  rate  setting  methodology,  or 
at  least  a  refinement  of  the  current  process.  The  contractor  for  this  study  will  be  given  the  following  charges: 

o  Define  the  health  status  and  medical  needs  of  the  managed  care  population.  This  will  require 
developing  a  profile  of  the  current  and  projected  health  status  of  the  Medi-Cal  managed  care 
population  and  their  utilization  patterns. 

o  Determine  the  degree  to  which  there  is  actuarial  equivalence  between  the  FFS  and  managed  care 
populations.  If  these  populations  differ  in  significant  ways,  the  current  cost-based  methodology  may 
no  longer  be  a  reliable  method  for  rate  determination.  If  so,  expected  FFS  costs  for  the  managed 
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care  population  would  differ  from  those  expected  for  the  non  managed  care  population,  and 
capitation  rates  also  would  be  different  for  the  two  populations. 

o  Determine  the  degree  to  which  access  under  managed  care  plans  differs  from  that  under  FFS,  and 
recommend  the  manner  in  which  such  differences  (if  any)  should  be  handled  in  capitation.  All  rates 
used  by  the  Department,  whether  for  FFS  or  capitation  for  managed  care,  need  to  be  adequate  to 
insure  that  there  are  enough  providers  to  assure  Medi-Cal  beneficiaries  adequate  access  to  health 
care  services.  Analysis  is  needed  to  determine  the  impact  on  the  health  status  of  beneficiaries  of 
the  improved  access  which  managed  care  plans  provide.  A  rate  which  is  appropriate  to  the  health 
status  and  utilization  patterns  under  managed  care  needs  to  be  developed,  and  this  rate  also  must 
comply  with  the  federal  upper  payment  limit. 


The  study  described  above  will  be  completed  in  early  summer  1993.  This  will  give  the  Department 
time  to  solicit  comments  and  recommendations  on  the  study  results  from  industry  experts  and  develop  and 
implement  a  new  or  modified  capitation  rate  methodology  for  the  1993/94  rate  year  starting  in  October  1993. 

In  addition  to  the  invitation  for  bid  process  envisioned  in  this  plan  and  discussed  in  Chapter  10,  the 
Department  may  in  subsequent  years  consider  broader  use  of  direct  negotiations  in  setting  rates.  Under  this 
approach,  however,  both  the  State  and  the  federal  Health  Care  Financing  Administration  (HCFA)  will  need 
to  be  assured  that  the  negotiated  rates  will  not  exceed  the  upper  payment  limits.  Accordingly,  the 
Department  still  will  need  to  develop  actuarially  sound  rates  for  use  as  a  benchmark  in  assessing  the  range 
of  reasonable  costs  for  the  provision  of  managed  care  services  in  the  affected  geographic  areas.  This 
benchmark  also  will  help  the  Department  evaluate  the  competitiveness  of  prospective  contractors'  bids. 

Financial  Reserves.  Mainstream  plans  contracting  under  the  two-plan  model  must  be  licensed 
under  the  Knox-Keene  Act  and  will  be  required  to  meet  Knox-Keene  Act  requirements  for  financial  reserves 
and  financial  viability. 

The  Department  intends  to  arrange  for  an  exemption  from  the  Knox-Keene  Act  for  the  local  initiatives 
for  their  Medi-Cal  contract.  The  Knox-Keene  exemption  will  eliminate  the  need  for  the  local  initiatives  to 
meet  the  start-up  tangible  net  equity  requirements  of  the  Act. 

Providing  a  Knox-Keene  exemption  to  the  local  initiative  places  these  initiatives  on  the  same  footing 
as  the  two  operating  COHSs  and  the  three  COHSs  currently  being  developed;  however,  although  the 
COHSs  are  exempt  from  the  Knox-Keene  Act,  they  have  been  required  by  contract  to  meet  Knox-Keene 
financial  standards  overtime.  The  local  initiative  contracts  similarly  will  include  tangible  net  equity,  working 
capital  and  financial  reserve  standards.  Like  the  COHSs,  local  initiatives  will  not  begin  operations  with 
significant  financial  equity.  They  will  be  required  to  establish  an  acceptable  timetable  and  to  meet  these 
standards  consistent  with  the  approved  timetable. 

Reinsurance/Risk  Limits.  Managed  care  plans  may  reduce  their  exposure  to  risk  by  obtaining 
commercial  reinsurance.  For  a  fee,  commercial  insurers  will  provide  coverage  under  which  a  maximum 
liability  is  set  for  the  managed  care  plan  for  specified  contract  expenditures.  The  maximum  liability  may 
relate  to  the  health  plan’s  global  health  care  expenditures,  total  expenditures  for  potentially  expensive  health 
care  services,  like  inpatient  hospital  care,  or  the  total  annual  expenditures  for  any  individual  plan  member. 
If  the  liability  limit  is  exceeded,  the  reinsurance  reimburses  the  managed  care  contractor  for  its  costs  in 
excess  of  the  limit. 

To  assure  that  Medi-Cal  HMO  contractors  retain  a  significant  portion  of  the  risk  under  their  contracts, 
Medi-Cal  HMO  contracting  law  and  COHS  contracts  place  some  limits  on  HMO  reinsurance  arrangements. 
Similarly,  the  COHS  contract  and  Medi-Cal  law  prohibit  COHSs  and  HMOs,  respectively,  from  entering  into 
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subcontracts  with  providers  that  release  the  plan  from  its  obligation  to  retain  a  significant  portion  of  the  risk 
in  providing  covered  health  services. 

Managed  care  plans  also  may  limit  their  risk  through  the  Department’s  established  "excess  risk 
liability"  arrangements.  These  arrangements  provide  health  plans  partial  indemnification  against  the  costs 
of  health  care  for  any  individual  Medi-Cal  member  that  exceed  a  specified  risk  limit  in  any  contract  year. 

Third  Party  Liability/Coordination  of  Benefits.  Capitation  payments  are  not  the  only  source  of 
revenue  that  managed  care  plans  must  consider  under  Medi-Cal  contracts.  As  in  the  Medi-Cal  FFS  program, 
a  Medi-Cal  managed  care  plan  is  the  payor  of  last  resort  when  members  have  other  health  insurance  or 
Medicare  coverage.  To  minimize  the  administrative  cost  to  the  plan  of  collecting  from  Medicare  or  private 
insurance,  these  carriers  should  be  required  by  the  plan  to  pay  first,  before  the  managed  care  plan  does. 
Following  the  lead  of  the  COHSs,  the  local  initiative  may  wish  simply  to  require  participating  providers  to 
seek  reimbursement  from  Medicare  or  private  health  insurance  before  billing  the  plan. 

Pursuing  payments  from  these  other  payors  is  an  important  consideration  for  Medi-Cal  managed 
care  plans  since  the  FFS  costs  used  to  set  capitation  rates  represent  the  net  costs  to  the  Medi-Cal  program 
after  private  health  insurance  and/or  Medicare  insurance  have  met  their  liabilities  for  the  cost  of  services 
provided  to  Medi-Cal  beneficiaries. 

Provisions  Relating  To  Lawsuits.  The  Department  expects  that  various  discussions  and 
negotiations  inevitably  will  ensue  from  local  efforts  to  develop  a  managed  care  option  to  participate  under 
this  Plan.  Although  it  will  not  be  an  explicit  prerequisite  to  participation  under  the  local  initiative,  during  the 
course  of  these  discussions  and  negotiations  the  Department  intends  to  bring  to  the  table  the  resolution  of 
any  Medi-Cal  rate-related  lawsuits  to  which  participants  in  the  local  managed  care  organization  efforts  are 
parties. 


Incremental  Costs  of  New  Requirements.  Both  the  local  initiative  and  the  mainstream  plan  in  each 
region,  under  contract  with  the  State  must  be  paid  at  capitation  rates  established  by  the  same  process  as 
rates  for  existing  Medi-Cal  managed  care  contracts.  The  process,  as  described  earlier  in  this  Chapter, 
develops  rates  that  include  the  FFS  costs  of  providing  all  services  and  benefits  covered  by  the  Medi-Cal 

program. 

Managed  care  plans  entering  into  Medi-Cal  contracts  with  the  State  are  required  to  provide  enrolled 
beneficiaries  with  all  services  and  benefits  covered  by  the  Medi-Cal  program,  except  for  any  which  may  be 
specifically  excluded  in  their  contract.  In  addition,  they  are  required  to  provide  the  same  range  of  managed 
care  sen/ices  that  Knox-Keene  licensed  plans  are  required  to  make  available  to  all  plan  members  regardless 
of  payor  source.  Among  these  services  are  case  management,  health  promotion,  preventive  health  services, 
and  the  operation  of  a  member  services  function  which  offers  health  education,  maintains  a  grievance 
system,  and  provides  other  similar  benefits. 

While  Medi-Cal  managed  care  plans  do  not  receive  any  extra  compensation  for  the  managed  care 
services  required  under  Knox-Keene,  they  have  broad  latitude  under  State  and  federal  law  to  organize  and 
operate  in  manners  that  FFS  providers  cannot.  This  flexibility  can  significantly  affect  plan  operations  in  a 
positive  way.  For  example,  in  FFS  all  services  are  remunerated  in  accord  with  a  fixed  reimbursement 
schedule,  and  the  provider  is  paid  in  arrears  after  submitting  a  properly  completed  claim  form  to  the 
Department’s  Fiscal  Intermediary.  Further,  several  different  providers  may  submit  individual  claims  for 
providing  services  to  the  same  beneficiary  during  a  single  medical  incident  such  as  an  acute  inpatient 
hospitalization.  Managed  care  plans,  on  the  other  hand,  typically  are  paid  in  advance  of  delivering  services 
and  are  able  to  reduce  the  administrative  costs  associated  with  FFS  billing  practices  by  exercising  their 
programmatic  flexibility  to  "bundle"  payments  to  their  providers,  or  by  paying  them  on  a  capitated  basis. 
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Since  the  inception  of  the  Medi-Cal  managed  care  contracting  program,  plans  have  demonstrated 
the  ability  to  significantly  reduce  the  incidence  of  costly  inpatient  hospitalization  by  increasing  access  to 
primary  care  and  using  cost  effective  alternatives  to  hospitalization.  Typically,  a  well  run  managed  care  plan 
will  experience  inpatient  hospitalization  rates  which  are  significantly  lower  than  reported  under  Medi-Cal  FFS, 
but  also  will  report  significantly  higher  outpatient  utilization.  Generally,  both  the  costs  associated  with  greater 
use  of  outpatient  services  as  well  as  the  "managed  care  services"  provided  by  plans  are  funded  from  the 
savings  generated  by  reduced  hospital  days.  Consistent  with  this  fact,  the  Department  maintains  that  there 
are  no  net  increased  costs  from  providing  the  standard  package  of  "managed  care  services"  to  Medi-Cal 
beneficiaries  and  believes  that  the  capitation  rates  paid  the  plans  provide  adequate  reimbursement. 

The  Department  recognizes  that  a  different  situation  may  exist  if  it  should  impose  "enhanced" 
requirements  for  managed  care  services.  If  the  Department  specifies  that  plans  must  provide  such  services 
to  Medi-Cal  members  at  a  higher  level  than  to  non-Medi-Cal  members,  or  that  they  must  offer  unique 
services  to  their  Medi-Cal  members,  they  may  deserve  special  consideration.  When  such  situations  have 
arisen  in  the  past,  the  Department  has  carefully  determined  the  net  fiscal  impact  on  plans,  taking  into 
account  both  the  increased  costs  of  service  delivery  and  documentable  savings.  When  it  has  determined 
that  there  is  a  net  cost  to  the  plans,  the  Department  typically  has  offered  a  capitation  rate  increase  to  cover 
it,  and  has  been  willing  to  meet  and  confer  with  plans  in  order  to  obtain  mutual  agreement.  The  Department 
intends  to  follow  the  same  approach  should  this  situation  arise  with  the  plans  which  will  be  developed  in  the 
designated  regions  pursuant  to  this  Strategic  Plan. 

Consistent  with  these  principles,  the  Department  intends  to  offer  plans  reasonable  levels  of 
compensation  when  it  institutes  the  additional  data  reporting  requirements  described  in  Chapter  9.  These 
requirements  will  be  phased  in.  Specifically,  the  Department  intends  to  offer  compensation,  as  resources 
permit,  to  the  extent  that  plans  will  need  to  make  unique  system  changes  for  the  Medi-Cal  Program  over 
and  above  any  changes  that  they  would  need  to  make  to  their  data  reporting  systems  to  support  their 
commercial  or  private-pay  operations  in  general.  The  Department  intends  to  obtain  plan  input  in  developing 
the  appropriate  adjustment  amounts. 

The  Department  has  concluded  that  all  other  standards  discussed  in  this  Plan,  including  those  for 
clinical  preventive  services,  access,  and  quality  of  care  as  discussed  in  Chapters  8,  and  9,  do  not 
substantially  alter  the  existing  level  of  performance  required  of  Medi-Cal  managed  care  contractors.  Further, 
the  Department  maintains  these  standards  are  compatible  with  similar  standards  common  in  the  industry 
at  large  and  that  they  do  not  require  the  provision  of  a  higher  level  of  service  to  Medi-Cal  enrolled 
beneficiaries  than  is  afforded  to  non-Medi-Cal  plan  members.  Accordingly,  the  Department  does  not  intend 
to  offer  or  negotiate  compensation  in  excess  of  regular  capitation  for  the  requirements  described  in  this 
Plan. 


Start-Up  Funding.  This  Plan  has  been  prepared  with  the  recognition  that  the  locally-developed 
managed  care  plan  will  require  start-up  funding  to  design,  organize,  develop  and  install  the  necessary 
organizational  and  functional  components  of  a  managed  care  plan.  Because  of  the  current  budget  situation, 
targeted  state  funding  is  not  available  for  these  efforts  and  is  not  expected  to  be  available.  Local  interests 
are  encouraged  to  look  to  grants,  cooperative  financing  and  other  available  funding  sources.  The  California 
Health  Facilities  Financing  Authority  (CHFFA)  initially  has  been  identified  as  a  potential  source  for  start-up 
funds.  Public  agency  participants  in  the  local  planning  efforts  may  wish  to  contact  the  CHFFA. 

The  Department  has  offered  to  accommodate  the  claims  processing  and  management  information 
needs  of  local  initiatives  through  the  Medi-Cal  Management  Information  System  at  little  or  no  out-of-pocket 
expense  to  local  interests.  This  offer  continues  to  be  valid.  The  Department  is  willing  to  meet  and  confer 
with  locally-developed  managed  care  plan  organizers  about  the  assistance  available  from  the  State. 
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Federal  Case  Mix  Requirement 

Section  1903(m)(2)(A)(ii)  of  the  Social  Security  Act  prohibits  a  Health  Maintenance  Organization  or 
Health  Insuring  Organization  (HIO)  authorized  to  enroll  Medicaid  beneficiaries  from  having  greater  than 
seventy-five  percent  of  its  capitated  enrollees  consisting  of  persons  eligible  for  Medicaid  or  Medicare 
benefits.  This  requirement,  frequently  referred  to  as  the  75/25  case  mix  requirement,  was  enacted  as  a 
quality  assurance  measure.  It  was  believed  that  plans  with  commercial  membership  had  a  business 
reputation  to  protect  and  would  have  a  strong  incentive  to  assure  quality  and  access  for  their  Medicaid 
populations. 

Comprehensive  risk  plans  which  may  be  formed  by  Federally  Qualified  Health  Centers  or  certain 
other  community  clinics  specified  in  the  Act  are  exempt  from  the  75/25  case-mix  requirement.  With  this 
exception,  these  requirements  apply  to  all  managed  care  plans  which  may  be  established  pursuant  to  this 

strategic  plan. 

In  recognition  of  the  fact  that  a  newly  organized  plan  providing  services  to  Medicaid  beneficiaries 
may  not  be  able  to  generate  non-Medicaid  membership  as  rapidly  as  it  can  enroll  governmentally-sponsored 
members,  the  Act  states  that  "...the  Secretary  (of  Health  and  Human  services)  may  modify  or  waive  the 
requirement  described  in  subparagraph  (A)  (ii)  but  only  if  the  Secretary  determines  that  the  organization  has 
taken  and  is  taking  reasonable  efforts  to  enroll  individuals  who  are  not  entitled  to  benefits  under  the  State 
plan  approved  under  this  subchapter  or  under  subchapter  XVIII  of  this  chapter."  For  commercial  plans,  the 
Secretary’s  authority  to  grant  this  waiver  is  limited  to  three  years.  In  light  of  the  traditional  role  of  public 
entities  in  providing  health  care  services  to  the  poor  and  medically  underserved,  and  in  recognition  of  the 
fact  that  the  elected  governing  bodies  of  such  entities  would  be  likely  to  hold  such  plans  accountable  for 
assuring  quality,  the  Secretary’s  authority  to  waive  this  requirement  for  publicly  operated  plans  is  not  time 
limited. 


In  recent  years  the  assumption  that  the  75/25  case  mix  requirement  is  essential  to  assure  quality 
of  care  has  been  called  into  question.  Like  California,  most  states  have  instituted  extensive  licensing  and 
regulatory  oversight  of  HMOs  during  the  past  twenty  years,  and  there  is  a  growing  belief  that  such  controls 
provide  sufficient  quality  safeguards.  During  the  fall  of  1992,  federal  legislation  was  proposed  which  would 
have  modified  or  eliminated  the  75/25  case  mix  requirement.  Although  this  legislation  did  not  pass,  it  had 
substantial  support  from  state  Medicaid  directors,  including  California’s.  Notwithstanding  these  efforts,  unless 
federal  law  is  changed,  any  managed  care  plans  wishing  to  operate  pursuant  to  the  provisions  of  this 
strategic  plan  will  need  to  address  the  75/25  case  mix  requirement  in  their  general  design. 

Both  in  California  and  in  other  states,  publicly-operated  plans  have  used  a  number  of  approaches 
to  satisfying  these  requirements.  The  Department  recommends  that  local  public  entities  consider  the 
following  as  possible  avenues  which  they  might  pursue  in  demonstrating  that  they  are  making  reasonable 
efforts  to  enroll  persons  other  than  the  Medi-Cal  and  Medicare  populations: 

o  Offer  the  local  initiative  plan  to  county  employees  as  one  option  for  medical  coverage  in  their 
employee  benefit  package.  In  California,  this  approach  has  been  followed  successfully  by  the  Contra 
Costa  Health  Plan.  A  variant  of  this  approach  has  been  used  by  Los  Angeles  County  which  has 
made  its  Community  Health  Plan  the  sole  medical  coverage  offered  to  the  County’s  temporary 
employees. 

o  Provide  coverage  under  the  local  initiative  for  all  or  a  portion  of  those  populations  for  whom 
counties  are  obligated  to  provide  health  care,  such  as  those  covered  by  the  Medically  Indigent  Adult 
or  County  Medical  Services  Programs.  This  approach  is  strongly  encouraged  by  the  Department 
since,  in  addition  to  assisting  in  addressing  the  case  mix  requirements,  it  represents  an  important 
step  in  the  direction  of  assuring  continuity  of  care  for  persons  whose  Medi-Cal  coverage  may  be 
temporarily  interrupted. 
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o  Seek  contracts  for  selected  special  programs  such  as  the  State-subsidized  Access  for  Infants  and 
Mothers  health  insurance  program  or  the  school-linked  medical  service  programs, 
o  Offer  the  plan  on  a  commercial  basis  on  the  open  market  place.  The  Contra  Costa  Health  plan  has 
used  this  approach  successfully.  (NOTE:  The  local  initiative  and  mainstream  plans  must  be  Knox- 
Keene  licensed  to  be  able  to  pursue  this  option.) 
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CHAPTER  10.  TIMELINE 

Both  the  local  initiative  and  the  mainstream  plan  will  have  a  two  year  implementation  timeframe. 
Depending  on  the  specific  organizational  issues  facing  the  region  and  the  availability  of  Departmental 
resources,  the  prospective  plans  may  petition  the  Department  for  an  extension  of  time,  not  to  exceed  one 
year.  During  this  time,  existing  PCCMs  and  PHPs  will  continue  to  operate  in  regions  designated  for 
expansion,  subject  to  the  conditions  governing  enrollment  size  as  described  in  Chapter  5. 

The  specific  milestones  to  be  achieved  in  implementing  these  models  are  described  in  the  following 
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CHAPTER  11.  TRANSITION  PERIOD:  ROLE  OF  PHPs  AND  PCCMs 

The  two-plan  approach  to  expanding  managed  care  for  Medi-Cal  beneficiaries  described  in  Chapter  5 
will  require  a  change  in  several  arrangements  currently  in  place  which  allow  multiple  plans  in  an  area  to 
provide  services  under  direct  contract  with  the  State.  In  order  to  prepare  for  this  transition  to  the  two-plan 
model,  the  Department  has  made  the  following  decisions. 

Mainstream  Plan  Enrollment  Limit  in  Expansion  Regions  During  the  Transition  Period 

As  described  above,  the  Department  expects  that  it  will  take  between  two  and  three  years  for  local 
stakeholders  to  develop  their  local  initiatives  and  for  the  Department  to  award  non-governmentally-operated 
HMO,  or  mainstream  plan,  contracts  in  expansion  regions.  During  this  two  to  three  year  transition  period, 
the  Department  will  use  the  mainstream  plan  enrollment  limit  described  on  page  19  of  this  document  as  a 
benchmark  against  which  to  monitor  enrollment  growth  in  existing  PHPs  and  PCCMs.  It  is  the  Department’s 
goal  to  minimize  any  destabilization  which  would  not  occur  otherwise  in  the  patient  base  of  traditional  fee- 
for-service  providers  and  governmentally-operated  safety  net  providers  during  this  transition  period. 
However,  the  Department  also  recognizes  that  it  has  obligations  to  its  current  managed  care  contractors, 
many  of  whom  have  been  doing  business  with  the  Department  and  providing  quality  care  to  beneficiaries 
for  years. 

The  Department,  therefore,  has  developed  the  following  set  of  priorities  for  allowing  PHPs  and 
PCCMs  to  enroll  additional  beneficiaries,  during  the  two  to  three  year  transition  period: 

o  Existing  PHP  Contractors  will  have  first  priority  for  enrolling  beneficiaries,  consistent  with  the 
Department’s  contractual  obligations  to  these  providers.  Specifically,  existing  PHPs  will  be  allowed 
to  enroll  beneficiaries  up  to  the  contracted  capacity  of  each  PHP.  To  the  extent  that  plans  elect  to 
exercise  their  contractual  rights,  the  Department  will  encourage  plan  expansion  in  areas  where  there 
is  room  to  grow  within  the  mainstream  plan  limit  discussed  above.  If  additional  enrollment  would 
risk  exceeding  the  mainstream  plan  limit,  the  Department  will  seek  to  negotiate  with  plans  in  that 
area  to  restrain  overall  PHP  growth. 

o  "CAHMO  Agreement"  plans  (those  plans  that  reached  an  agreement  with  the  Department  as 
detailed  in  a  September  21,  1992  letter)  will  be  allowed  to  enroll  beneficiaries  up  to  the  amount 
specified  in  the  September  21,  1992  letter  to  the  Department  of  Health  Services.  These  plans  will 
be  encouraged  to  expand  in  regions  where  there  is  excess  capacity  within  the  mainstream  plan  limit. 

o  Existing  PCCMs  will  be  limited  to  their  current  individual  enrollment  levels  unless  there  is  room 
within  the  overall  mainstream  plan  limit  -  in  which  case  they  may  be  permitted  to  add  additional 
members.  They  will  be  allowed  to  do  so,  however,  at  an  individual  rate  no  greater  than  the  rate  of 
caseload  growth  in  the  region  for  the  aid  categories  that  are  covered  by  the  Plan. 

o  Pending,  or  "Pipeline,"  PCCM  applications  will  be  considered  on  a  case-by-case  basis.  The 
Department  will  take  into  account  the  amount  of  excess  capacity  available  within  the  overall 
mainstream  plan  limit  in  that  region,  and  the  equities  inherent  in  the  particular  situation. 

It  is  important  to  note  that  the  Department  intends  to  continue  direct  contracting  with  all  of  these 
plans  only  until  the  two-plan  approach  is  in  place  in  the  regions  designated  for  expansion.  Upon 
implementation  of  the  two-plan  model,  the  Department  no  longer  will  contract  with  any  plans  in  a  region, 
other  than  the  local  initiative  and  the  mainstream  plan. 

The  following  discussion  provides  more  specific  details  about  the  priorities  outlined  above. 
Implementation  of  these  priorities  for  managed  care  enrollment  will  replace  the  managed  care  moratorium. 
The  Department  will  proceed  to  implement  the  priority  order  for  managed  care  plan  enrollments  as  outlined 
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above,  after  promulgating  the  necessary  emergency  regulations,  which  the  Department  intends  to  have  in 
place  by  May  15,  1993. 

Existing  PHP  Contracts. 

The  Department  continues  to  have  an  interest  in  contracting  with  comprehensive,  prepaid  health 
plans  and  health  maintenance  organizations  to  enroll  and  provide  services  to  Medi-Cal  beneficiaries.  These 
plans  bring  a  wealth  of  experience  in  developing  and  implementing  managed  care  systems  to  the  Medi-Cal 
Program.  In  fact,  under  the  Department’s  approach  for  managed  care  expansion,  these  plans  will  play  a 
critical  role  in  successful  implementation  of  managed  care  in  the  thirteen  expansion  areas. 

The  Department  currently  has  10  PHP  contracts  that  cover  more  than  350,000  beneficiaries,  most 
of  whom  reside  in  regions  designated  for  expansion.  The  Department  believes  that  these  providers  are  well 
positioned  to  compete  for  the  mainstream  plan  contracts  in  their  regions. 

The  Department  will  proceed  as  follows  with  existing  PHP  contractors: 

o  Existing  PHPs  will  be  permitted  to  increase  enrollments  in  expansion  regions,  up  to  the  amount 
specified  in  their  contracts,  until  the  two-plan  model  is  implemented.  The  Department  will  encourage 
plans  to  achieve  their  contract  capacity  in  regions  where  there  is  excess  capacity  under  the 
mainstream  plan  limit.  In  addition,  the  Department  will  seek  to  renegotiate  contracts  with  existing 
PHP  contractors  to  limit  enrollment  growth  in  any  region  where  total  contractual  capacity  exceeds 
the  mainstream  plan  limit  that  will  be  in  force  once  the  two-plan  model  is  implemented. 

o  Over  the  next  two  to  three  years,  until  the  mainstream  plan  contract  is  awarded  and  operating  in 
a  region,  existing  PHP  contracts  that  come  up  for  renewal  will  be  renewed  on  a  limited-term  basis. 
The  Department  intends  to  discontinue  direct  contracting  with  PHPs  once  the  two-plan  model  is 
implemented  in  a  designated  region,  except  for  those  PHPs  that  are  awarded  --  through  a  joint 
venture  or  alone-the  single,  mainstream  plan  contract  for  the  region.  Since  these  PHPs  are 
traditional  Medi-Cal  providers  with  significant  managed  care  experience,  the  Department  will 
encourage  both  the  local  initiative  and  the  mainstream  plan  in  the  region  to  use  their  expertise.  The 
Department  will  provide  public  notice  of  any  PHP  expansion  into  a  new  area  that  occurs  during  the 
transition  period. 

CAHMO  Agreement 

In  September  1992,  nineteen  commercial  HMOs,  represented  by  the  California  Association  of  Health 
Maintenance  Organizations  (CAHMO),  agreed  to  submit  proposals  for  new  or  expanded  PHP  contracts.  This 
"CAHMO  Agreement"  not  only  provides  the  Department  with  the  ability  to  expand  the  enrollment  of 
beneficiaries  into  experienced,  quality  mainstream  health  care  plans,  it  also  reflects  the  desire  of  CAHMO 
to  provide  technical  assistance  to  emerging  managed  care  plans.  The  Department  has  been  working  with 
the  HMOs  under  the  CAHMO  Agreement  to  prepare  for  operation  of  the  new  or  expanded  contracts  in  late 
1993. 


The  Department  believes  that  the  direction  of  the  expansion  efforts  as  described  in  this  Plan  is 
generally  consistent  with  the  overall  intent  of  the  CAHMO  agreement.  Some  of  the  specific  details  of  that 
agreement  may  need  to  be  revised,  however,  to  reflect  the  scale  of  the  expansion  described  herein. 
Specifically,  the  Department  would  like  to  work  with  the  HMOs  to  encourage  their  expansion  into  the  thirteen 
target  regions  between  now  and  the  start-date  for  the  two-plan  model  in  each  region.  The  Department  will 
encourage  these  plans  to  expand  in  regions  where  their  enrollment,  when  combined  with  the  contract 
capacity  of  existing  PHPs,  does  not  exceed  the  mainstream  plan  limit  that  will  be  in  place  once  the  two-plan 
model  is  implemented.  It  is  the  Department’s  hope  that  if  the  CAHMO  agreement  plans  fulfill  their  part  of 
the  agreement,  they  will  gain  the  experience  they  need  to  compete  successfully  (individually  or  in  a  joint 
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venture)  for  the  sole  mainstream  plan  contract  in  each  of  the  thirteen  regions,  or  to  subcontract  with  one 
of  the  two  plans  under  the  Plan. 

In  addition,  it  has  come  to  the  Department’s  attention  that  some  of  the  plans  in  the  CAHMO 
Agreement  had  intended  to  fulfill  their  part  of  the  agreement  by  expanding  into  Orange  County,  the  most 
recently  identified  target  county  for  COHS  expansion.  When  the  CAHMO  agreement  was  reached,  it  was 
not  clear  that  Orange  County  would  be  designated  as  one  of  the  three  counties  to  implement  COHSs 
pursuant  to  AB  336.  (It  was  clear  at  the  time,  though,  that  the  CAHMO  agreement  would  not  apply  to  Santa 
Cruz,  Solano  and  Sacramento  Counties  --  which  also  are  expanding  managed  care  pursuant  to  AB  336.) 
The  Department  has  not  permitted  further  HMO  expansion  in  Orange  County,  because  it  could  complicate 
development  of  the  COHS  in  that  county.  The  Department  will  seek  to  renegotiate  expansion  plans  with 
CAHMO  members  desiring  to  expand  in  Orange  County.  In  addition,  the  Department  will  encourage  these 
plans  to  work  with  Orange  County  to  meet  the  common  goal  of  expanding  managed  care  there. 

Role  of  PCCMs  in  Managed  Care  Expansion 

The  Department  values  the  contribution  that  PCCMs  have  made  as  pioneers  in  Medi-Cal  managed 
care.  As  traditional  providers  of  primary  care  to  Medi-Cal  beneficiaries,  PCCMs  moved  against  conventional 
wisdom  in  establishing  generally  small-scale,  managed  care  alternatives  for  Medi-Cal  beneficiaries.  The  two- 
plan  approach  for  managed  care  expansion  that  is  described  above  should  not  be  viewed  as  a  negation  of 
the  efforts,  contributions,  and  accomplishments  of  PCCMs.  Rather,  the  Department  believes  that,  for  several 
reasons,  continued  state  contracting  with  PCCMs  in  the  long  run  is  not  consistent  with  the  overall  objective 
of  a  comprehensive,  full-risk  managed  care  expansion: 

o  The  potential  to  achieve  a  large  scale  transition  to  managed  care  through  PCCM  membership  is 
limited,  given  the  historically  small  memberships  and  slow  membership  growth  of  most  PCCMs. 
For  example,  the  six  newest  plans  average  only  1 ,380  members  each.  Moreover,  the  intensive  level 
of  resources  necessary  to  develop,  manage,  and  monitor  a  large  number  of  small  PCCMs  detracts 
from  the  Department’s  ability  to  implement  a  larger-scale  expansion  and  to  thoroughly  monitor 
participating  managed  care  contractors  for  compliance  with  quality  of  care  and  other  standards. 

o  As  described  above,  one  of  the  goals  of  the  Department’s  transition  to  managed  care  is  to  provide 
beneficiaries  with  a  mainstream  managed  care  plan  alternative  in  addition  to  the  local  initiative. 
PCCMs  generally  do  not  provide  a  mainstream  managed  care  membership  alternative,  because  they 
usually  provide  services  only  to  Medi-Cal  beneficiaries.  Only  one  PCCM  has  converted  to  a 
commercial  managed  care  plan  in  program  history,  notwithstanding  the  program’s  initial  objectives. 

o  Continuing  the  PCCM  program  under  current  arrangements,  with  numerous  small,  competing 
managed  care  plans,  creates  the  potential  for  discord  at  the  local  level  and  contributes  to  the 
"balkanization"  of  Medi-Cal  health  care  delivery. 

For  the  reasons  discussed  above,  the  Department  will  discontinue  direct  contracting  with  PCCMs 
once  the  two-plan  model  is  fully  implemented  in  each  designated  region.  PCCMs,  however,  are  traditional 
Medi-Cal  providers  with  significant  managed  care  experience.  The  Department  will  encourage  both  of  the 
full-risk  plans  in  each  region  to  utilize  PCCMs’  expertise  as  described  in  page  24  of  this  document. 
Moreover,  during  the  two  to  three  years  during  which  the  two  full-risk  plans  in  each  region  are  under 
development,  the  Department  will  continue  to  work  with  existing  and  "pipeline"  contractors  under  the 
following  conditions: 

PCCM  Access  and  Quality  of  Care.  During  the  two  year  transition  period,  the  Department  intends 
to  assure  that  its  quality  of  care  and  access  requirements  for  PCCMs  are  tied  to  Knox-Keene  requirements. 
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Existing  PCCM  Contracts.  In  the  interest  of  ensuring  a  stable  transition  to  the  two-plan  approach, 
while  maintaining  its  commitment  to  existing  PCCM  contractors,  the  Department  will  impose  an  enrollment 
limit  for  each  contractor.  In  each  designated  expansion  region,  this  enrollment  limit  will  apply  until  the  two- 
plan  model  is  implemented.  The  enrollment  limit  will  correspond  to  the  contractor’s  current  enrollment.  If 
total  PCCM  enrollment,  when  added  to  the  enrollment  of  all  of  the  PHP  plans  in  the  region,  does  not  exceed 
the  mainstream  plan  limit  for  that  region,  PCCMs  may  be  permitted  on  an  annual  basis  to  enroll  additional 
beneficiaries.  Specifically,  under  these  circumstances,  each  PCCM’s  enrollment  limit  will  be  increased  to 
allow  growth  that  is  no  greater  than  the  rate  of  caseload  growth  in  a  region  for  the  aid  categories  that  are 
covered  by  the  Plan. 

The  goal  of  the  PCCM  enrollment  limit  is  to  ensure  that  these  plans  can  continue  to  operate  in  the 
community  without  destabilizing  safety  net  providers’  Medi-Cal  volume.  These  PCCMs  will  be  able  to  open 
new  service  sites  and  enroll  in  new  zip  codes  to  the  extent  that  they  do  not  exceed  their  enrollment  limits. 
The  Department  will  provide  public  notice  of  any  PCCM  expansion  into  new  areas  that  occurs  during  the 
transition  period. 

Because  this  plan  contemplates  PCCMs  as  an  intermediary  step  to  full-risk  assumption  (PHP  status) 
the  Department  does  not  want  to  disadvantage  a  PCCM  that  is  in  the  process  of  becoming  a  PHP. 
Therefore,  under  these  circumstances,  the  Department  will  permit  this  transition,  and  will  allow  the  contractor 
to  retain  the  same  caseload,  as  a  PHP,  which  it  currently  maintains  as  a  PCCM,  plus  any  adjustment  for 
caseload  growth  in  affected  aid  categories  that  otherwise  would  have  been  permitted  under  the  PCCM  limit 
described  above. 

"Pipeline”  PCCM  Applicants.  The  PCCM  contract  application  process  consists  of  two  stages.  The 
first  stage  requires  submission  of  cursory,  preliminary  information  that  is  used  to  evaluate  an  applicant’s 
potential  as  a  PCCM  contractor.  Those  applicants  which  demonstrate  the  potential  to  provide  significant 
access  to  and  to  manage  a  comprehensive  package  of  services  are  invited  to  continue  to  the  second  stage, 
which  requires  the  preparation  and  submission  of  a  detailed  proposal. 

Until  the  managed  care  expansion  moratorium  was  imposed  in  November  1992,  the  Department  had 
conducted  aggressive  outreach  activities  throughout  the  State  in  an  effort  to  generate  interest  in  the  PCCM 
program.  The  Department’s  most  recent  efforts  focused  on  traditional  and  safety  net  providers  or  those 
which  could  offer  significant  new  primary  care  capacity  to  the  Medi-Cal  program. 

As  a  result,  the  Department  has  18  applications  from  plans  in  the  regions  designated  for  expansion. 
These  applicants  either  have  submitted  detailed  second  stage  proposals  or  have  been  invited  by  the 
Department  to  prepare  and  submit  them.  They  include  two  FQHCs,  one  local  consortium,  12  traditional 
Medi-Cal  fee-for-service  providers,  and  three  others.  It  is  these  the  Department  refers  to  as  the  "pipeline" 
applicants. 

The  Department  feels  an  obligation  to  fulfill  the  expectation  of  PCCM  applicants  who  were  solicited 
by  the  Department  to  implement  managed  care  and  who  have  been  making  serious  efforts  to  prepare  for 
this  transition.  The  Department  also  has  the  responsibility  to  ensure  that  managed  care  expansion  is 
implemented  in  an  orderly  fashion  and  does  not  destabilize  local  safety  net  providers.  In  keeping  with  these 
two  sometimes  competing  goals,  the  Department  will  review  and  approve  pipeline  PCCM  applications  on 
a  case-by-case  basis,  depending  upon  (1)  the  extent  to  which  the  applicant’s  proposed  enrollments,  when 
combined  with  all  other  plans  in  the  region,  would  exceed  the  mainstream  plan  limit,  and  (2)  the  specific 
situation  of  the  applicant.  Pipeline  PCCM  contracts,  when  executed,  will  provide  for  reimbursement  only  on 
an  at-risk,  capitated  basis.  The  Department  will  provide  public  notice  of  any  pipeline  PCCM  expansions  that 
occur  in  an  area. 
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As  is  the  case  with  existing  PHP  and  PCCM  contractors,  the  Department  will  contract  directly  with 
pipeline  PCCM  applicants  in  an  expansion  region  only  until  the  two-plan  model  is  implemented  in  the  region. 

The  CAPH  Agreement 

During  the  summer  of  1992,  the  California  Association  of  Public  Hospitals  (CAPH)  responded  to  the 
Department's  interest  in  expanding  managed  care  for  Medi-Cal  beneficiaries.  Discussions  with  CAPH 
culminated  in  a  proposal  from  that  organization  in  August  1992  stating  the  interest  of  county  Boards  of 
Supervisors,  county  health  directors,  and  county  hospital  administrators  in  the  development  of  managed 
care  systems  over  the  next  year  or  two.  A  total  of  16  counties  stated  their  intention  to  form  County 
Organized  Health  Systems  or  other  managed  care  systems  over  the  next  18  to  24  months. 

The  Department  is  vastly  encouraged  by  the  degree  of  interest  which  the  counties  represented  by 
CAPH  have  shown  in  moving  to  managed  care.  The  Department  anticipates  that  the  organizations 
participating  in  the  August  1992  agreement  will  work  together  to  develop  the  local  initiatives  in  their  regions, 
consistent  with  the  approach  described  in  this  Plan.  For  this  reason,  the  Department  believes  that  working 
with  CAPH  members  in  this  context  is  preferable  to  implementing  the  CAPH  agreement  as  it  was  submitted 
in  August  1992. 

New  PCCM  and  PHP  Applications 

Given  the  Department's  two-plan  approach  for  expansion,  and  in  consideration  of  the  limited 
resources  available  with  which  to  implement  a  large-scale  expansion  of  managed  care,  the  Department  does 
not  believe  that  it  will  be  possible  to  continue  accepting  and  processing  additional  PCCM  and  PHP 
applications--other  than  the  pipeline  applications  already  discussed-prior  to  implementation  of  the  two-plan 
model.  However,  since  negotiations  with  County  Medical  Services  Program  (CMSP)  counties  regarding  the 
reorganization  of  that  program  are  ongoing,  some  of  these  counties  may  submit  proposals  to  contract  for 
the  implementation  of  fee-for-service  managed  care,  or  other  managed  care  systems  that  may  be 
appropriate  in  a  rural  setting.  The  Department  will  work  with  these  counties  in  the  context  of  the  ongoing 
discussions  regarding  the  future  of  the  CMSP  program.  No  further  applications  for  PCCM  or  PHP  contracts 
will  be  processed  by  the  Department,  however,  unless  additional  staff  and  funding  are  made  available  for 
this  purpose. 

Phase-Down  of  Existing  Plans 

Approximately  six  months  prior  to  implementation  of  the  two-plan  model,  the  Department  intends 
to  implement  a  "phase  down"  for  existing  PCCMs  and  PHPs,  in  order  to  minimize  any  disruption  in  the 
continuity  of  care  for  the  beneficiaries  who  will  be  affected  by  the  implementation  of  the  Plan.  Specifically, 
the  Department  will  cease  to  allow  PHP  and  PCCMs  to  enroll  new  beneficiaries  approximately  six  to  months 
prior  to  implementation  of  the  two-plan  model,  unless  any  of  these  plans  (1)  have  been  awarded  the  single, 
mainstream  plan  contract  in  the  region  or  (2)  have  reached  an  agreement  with  one  or  both  of  the  two  full- 
risk  plans  in  the  region  to  become  a  subcontractor. 
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CHAPTER  12.  HEALTH  CARE  OPTIONS 

As  part  of  the  Department’s  effort  to  broaden  Medi-Cal  beneficiary  participation  in  managed  care 
in  the  designated  regions,  the  Department  will  proceed  with  the  implementation  of  an  enhanced  Health  Care 
Options  (HCO)  program. 

History  of  HCO 

Since  1980,  State  law  has  required  counties  to  inform  Medi-Cal  and  AFDC  applicants  and 
beneficiaries  who  live  in  areas  served  by  Medi-Cal  managed  care  plans  about  the  managed  care  and  FFS 
alternatives  for  receiving  Medi-Cal  benefits.  County  welfare  staff  or  a  private  State  contractor  provide  HCO 
information  at  county  welfare  departments.  Before  1991,  the  law  also  required  that  beneficiaries  make  a 
written  selection  of  either  FFS  or  a  managed  care  plan.  Under  the  law,  beneficiaries  who  did  not  make  a 
choice  were  automatically  enrolled  in  the  Medi-Cal  FFS  program. 

Enhanced  Health  Care  Options 

In  1991,  Assembly  Bill  336  made  substantial  changes  to  the  laws  governing  HCO.  The  changes 
made  clear  that  CWDs  have  the  responsibility  for  assuring  that  beneficiaries  and  applicants  are  referred  to 
an  HCO  presentation.  Additionally,  although  the  law  still  requires  that  HCO  information  be  given  fairly  and 
objectively,  it  now  also  provides  that  HCO  presentations  be  enhanced  to  provide  more  information  about 
and  emphasize  the  benefits  of  managed  care  and  requires  the  HCO  program  to  help  beneficiaries  to 
understand  managed  care  and  how  to  receive  services  from  and  resolve  problems  with  their  plan. 

Further,  if  a  beneficiary  or  applicant  either  does  not  choose  between  fee-for-service  and  a  managed 
care  plan  or  has  no  established  relationship  with  a  primary  care  provider,  the  beneficiary  is  assured  of 
access  to  a  primary  care  provider  and  other  necessary  health  care  through  automatic  enrollment  in  a 
managed  care  plan  (so  long  as  a  plan  with  capacity  serves  the  area  in  which  the  beneficiary  resides). 
Automatic  managed  care  plan  enrollments  must  be  equitably  distributed  among  all  participating  managed 
care  plans  in  an  area. 

Senate  Bill  485  further  revised  the  HCO  laws  in  1992.  While  SB  485  did  not  change  the  elements 
described  here,  it  accelerated  the  timetable  for  setting  up  enhanced  health  care  options  in  counties  with 
managed  care  alternatives. 

By  July  1994,  during  the  two-year  period  prior  to  initiation  of  the  two-plan  model,  door-to-door 
marketing  by  Medi-Cal  PHPs  and  PCCMs  must  be  discontinued  as  required  by  State  law.  The  effects  of  this 
legal  requirement  make  it  essential  that  the  State  initiate  the  enhanced  HCO  as  widely  and  rapidly  as 
possible. 

Under  the  two-plan  model,  the  full  implementation  of  enhanced  HCO  will  be  critical  to  ensuring  that 
beneficiaries  have  access  to  the  information  they  need  to  make  informed  choices  among  health  plans.  This 
program  will  give  them  assistance  in  understanding  how  to  use  their  health  plan  and  how  to  resolve 
questions  or  problems  with  it.  Specifically,  implementation  of  enhanced  HCO  will  ensure  that: 

o  Beneficiaries  obtain  complete,  accurate  information  about  their  choices  between  contracting  health 
plans  so  they  can  make  an  educated  choice  about  the  health  plan  that  best  meets  their  needs. 

o  Beneficiaries  understand  their  rights  and  responsibilities  as  members  of  a  managed  care  plan. 

o  Door-to-door  marketing  can  be  replaced  with  a  rational  way  to  enroll  beneficiaries  into  managed 
care,  based  on  beneficiary  choice.  The  frequent  criticisms  of  door-to-door  marketing  and  allegations 
of  selective  enrollment  have  disproportionately  detracted  from  the  many  positive  aspects  of 
managed  care. 
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o  Potential  health  plan  performance  problems  can  be  identified  early,  by  analysis  of  the  kinds  of  issues 
for  which  enrolled  beneficiaries  seek  help  from  the  HCO  program  including  information  about 
difficulties  enrolled  beneficiaries  are  having  in  disenrolling  from  a  managed  care  plan. 

o  Beneficiaries  receive  information  about  managed  care  in  a  culturally  appropriate  and  linguistically 
competent  setting. 

o  County  welfare  departments  (CWDs)  receive  significant  relief  from  handling  beneficiary  problems 
related  to  managed  care  plan  membership.  County  staff  will  need  only  to  refer  the  beneficiary  to  the 
HCO  program  for  assistance. 

HCO  Expansion 

The  Department  initially  will  establish  enhanced  HCO  in  the  regions  designated  for  the  two-plan 
model  in  this  document,  then,  later,  in  non-designated  regions. 

The  HCO  program  will  be  operated  by  independent  State  contractors  to  assure  that  information  is 
accurate  and  is  not  inappropriately  influenced  by  any  specific  managed  care  plan  and  to  avoid  any 
possibility  of  conflict  of  interest  once  the  two-plan  model  begins  to  operate  in  a  region.  An  independent 
HCO  contractor  also  will  assure  that  the  persons  presenting  the  HCO  program  information  has  the 
necessary,  in-depth  knowledge  of  managed  care  operations,  systems,  and  procedures  to  be  effective 
resources  to  enrolled  beneficiaries. 

Efforts  are  underway  to  set  up  enhanced  HCO  operations  in  Los  Angeles  County  in  1993.  Enhanced 
HCO  must  be  in  place  in  the  other  designated  regions  prior  to  the  statutorily  required  elimination  of  door-to- 
door  marketing  mentioned  above. 

Automatic  Managed  Care  Enrollment 

The  Department  will  continue  to  develop  the  process  for  implementing  the  statutorily-required 
automatic  enrollment  requirements  of  AB  336  that  apply  to  current  Medi-Cal  program  arrangements  (under 
which  FFS  and  managed  care  are  options  for  Medi-Cal  beneficiaries).  The  Department  has  submitted  a 
request  for  federal  Medicaid  waivers  to  assure  that  the  necessary  legal  authority  is  in  place  before  automatic 
enrollment  is  initiated. 

Even  as  changed  by  AB  336,  the  HCO  law  provides  significant  protections  for  beneficiaries  required 
to  choose  between  fee-for-service  and  managed  care  plan  enrollment.  The  automatic  enrollment  provisions 
of  the  law  were  intended  to  minimize  disruptions  in  existing  doctor-patient  relationships  while  assuring  that 
beneficiaries  without  a  doctor  are  linked  to  one  through  managed  care  plan  membership. 

Until  the  two-plan  model  begins  in  a  region,  applicants  or  beneficiaries  with  established  relationships 
with  FFS  primary  care  providers  will  be  able  to  retain  their  providers  simply  by  attending  the  required  HCO 
presentation  and  signing  a  statement  affirming  the  relationship.  Once  the  two-plan  model  begins  in  a  region 
and  traditional  and  safety  net  providers  have  affiliated  with  a  managed  care  plan,  the  HCO  process  will  serve 
to  help  beneficiaries  enroll  in  the  managed  care  plan  with  which  their  provider  is  affiliated. 

The  enhanced  HCO  process  also  will  afford  protections  through: 

o  Well-documented  referral  requirements  designed  to  assure  that  beneficiaries  understand  their  rights 

and  responsibilities. 

o  Careful  explanation  of  alternatives  and  consequences. 
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o  Documentation  of  the  process  and  its  outcome,  including  notifying  beneficiaries  that  automatic 
enrollment  is  being  initiated  and  explaining  how  to  reverse  this  process  and  choose  other  options. 


As  automatic  enrollment  begins,  only  new  AFDC  applicants  will  be  targeted.  AFDC-linked  Medi-Cal 
Only  applications,  Medically  Indigent  Children  applications,  and  annual  AFDC  and  AFDC-linked  Medi-Cal 
Only  redetermination  cases  will  be  phased  in  later.  All  other  aid  groups,  such  as  SSI  aged,  blind  and 
disabled,  will  be  allowed  voluntary  enrollment  into  managed  care  plans  but  will  not  be  subject  to  automatic 
enrollment. 

Persons  speaking  languages  other  than  English  or  Spanish  will  be  provided  HCO  presentations  and 
will  be  automatically  enrolled  only  when  appropriate  coordination  can  be  made  with  translators  and  with 
managed  care  plan  providers  competent  in  their  languages. 

In  all  cases,  assignment  will  be  to  managed  care  plans  with  primary  care  and  other  service  sites 
within  a  reasonable  distance  of  the  beneficiary’s  residence. 

Since  automatic  enrollment  is  on  an  equitable  distribution  basis,  no  managed  care  plan  should 
receive  a  disproportionate  share  of  high  cost  beneficiaries,  and  there  should  be  no  disruption  in  medical 
services.  Families  will  be  assigned  to  the  same  managed  care  plan  unless  there  is  a  request  or  reason  to 
do  otherwise,  such  as  accommodating  a  family  member  who  is  case-managed  by  California  Children’s 
Services  or  is  a  child  in  foster  care. 

County  Welfare  Department  Responsibility. 

In  both  the  interim  period  and  once  the  two-plan  model  is  operational  in  a  region,  CWDs  will 
continue  to  have  significant  responsibility  for  referring  beneficiaries  to  HCO  as  part  of  the  intake  process. 
The  rate  at  which  the  State  is  able  to  implement  enhanced  HCO  is  tied  directly  to  CWD  capacity  to  provide 
space  and  to  initiate  HCO  referral  procedures.  The  State  has  developed  an  HCO  referral  documentation  form 
for  use  by  CWDs.  This  form  has  been  shared  with  counties  for  review  and  comments.  The  Department  will 
work  closely  with  CWDs  in  designated  regions  in  identifying  and  initiating  necessary  HCO  procedures  and 
in  ensuring  that  the  HCO  contractor  is  located  in  or  near  CWD  offices  in  which  new  AFDC  applications  are 
taken.  CWDs  will  be  notified  in  advance  and  given  lead  time  to  prepare  for  the  implementation  of  enhanced 
HCO  and  automatic  managed  care  plan  enrollment  but  must  be  prepared  to  move  as  quickly  as  possible 
to  initiate  enhanced  HCO.  To  the  extent  that  HCO  referral  responsibilities  generate  additional  costs  for 
CWDs,  these  costs  will  be  budgeted. 

The  State  will  pay  particular  attention  to  CWD  cooperation  in  implementing  enhanced  HCO  in  the 
designated  regions  and  to  CWD  compliance  with  their  specific  legal  responsibilities  under  HCO  law  in 
assessing  proposals  for  the  local  initiative. 
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CHAPTER  13.  ROLE  OF  THE  CALIFORNIA  MEDICAL  ASSISTANCE  COMMISSION 

The  California  Medical  Assistance  Commission  (CMAC)  was  formed  in  1982  as  part  of  a  major 
restructuring  of  the  Medi-Cal  Program’s  hospital  reimbursement  system.  Initially,  CMAC  acted  as  the  State's 
negotiator  for  contracting  for  the  provision  of  inpatient  hospital  services  only.  This  entity  also  had  a  major 
role  in  negotiating  the  contract  rates,  terms  and  conditions  for  the  Health  Plan  of  San  Mateo,  and,  under  AB 
336,  is  authorized  to  negotiate  the  rates,  terms  and  conditions  for  the  three  new  COHS  and  the  GMC  project 
in  Sacramento  County. 

Although  CMAC  has  no  statutory  role  in  the  expansion  of  Medi-Cal  managed  care  using  models 
other  than  GMC  and  COHS,  the  Department  values  CMAC’s  expertise  and  believes  it  has  a  significant  role 
to  play.  That  role  includes  the  following: 

1 .  Participating  in  statewide  meetings  to  identify  community  interest. 

2.  Negotiating  with  hospitals  within  designated  closed  areas  in  support  of  managed  care. 

3.  Negotiating  contracts  with  hospitals  in  behalf  of  managed  care  contractors. 


In  addition,  the  Department  may  request  assistance  in  negotiating  contracts  with  managed  care 
contractors  within  a  designated  area. 
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CHAPTER  14.  TECHNICAL  ASSISTANCE 

The  Department  traditionally  has  provided  technical  assistance  to  prospective  PHP,  PCCM,  COHS  and 
special  project  contractors  and  more  recently  to  those  organizations  participating  in  the  GMC  pilot  project 
in  Sacramento  County.  The  Department  provides  a  range  of  technical  assistance  which  is  available  as 
resources  permit.  Technical  assistance  to  prospective  managed  care  contractors  routinely  includes: 

o  In-depth  training  on  the  Medi-Cal  program  relating  to:  eligibles,  benefits,  reimbursement  structure, 
prior  authorization  requirements  and  utilization  controls.  This  information  assists  potential 
contractors  in  understanding  the  Medi-Cal  program  and  the  populations  they  will  be  serving. 

o  Complete  education  about  risk  contracting,  capitation,  and  the  Medi-Cal  method  for  setting 
capitation  rates. 

o  Making  available  demographic  data  such  as  counts  of  eligible  persons  by  geographic  areas,  and 
cost  and  utilization  data  by  geographic  area. 

o  Assistance  in  the  development  and  improvement  of  management  information  and  claims  processing 
systems. 

o  Assistance  by  medical  professionals  in  developing  appropriate  quality  assurance/peer  review  plans 
and  utilization  review  policies  and  procedures. 

o  Information  and  assistance  to  assure  that  managed  care  plan  facilities  meet  State  and  local 
standards. 

o  Training  about  State  marketing  guidelines  and  enrollment  procedures. 


Over  the  past  year,  as  the  Department’s  plans  for  expanding  Medi-Cal  managed  care  have  become 
known,  managed  care  development  staff  have  responded  to  ever-increasing  numbers  of  inquiries  from 
county  hospitals  and  health  departments,  rural  and  community  health  centers  and  a  variety  of  other  safety 
net  and  private  providers  expressing  interest  in  Medi-Cal  managed  care  contracting.  Staff  also  have 
increased  their  response  to  the  needs  of  applicants  for  PHP,  PCCM,  GMC,  and  COHS  contracts  who  are 
in  various  stages  of  the  application  process. 

The  Department  developed  and  recently  has  completed  presenting  eleven  technical  assistance 
workshops.  These  workshops  originally  were  designed  to  help  prospective  contractors  meet  the  required 
elements  of  a  Medi-Cal  managed  care  contract  under  the  GMC  pilot  project  in  Sacramento  County,  but 
because  of  their  relevance  to  all  aspects  of  Medi-Cal  managed  care  proposals,  they  were  opened  to 
accommodate  a  wide  variety  of  other  interested  parties  throughout  the  State.  The  sessions  were  videotaped 
and  will  be  available  in  the  future  for  review  by  prospective  contractors. 

The  Department  will  continue  to  provide  technical  assistance  to  those  entities  applying  to  contract 
for  provision  of  Medi-Cal  managed  care  in  the  designated  regions.  Some  CAHMO  members  also  have 
offered  technical  assistance  to  new  managed  care  plans.  The  Department  will  encourage  existing  HMOs 
to  share  their  expertise  with  local  initiatives. 
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CHAPTER  15.  FEDERAL  WAIVERS  AND  STATE  PLAN  AMENDMENTS 

Implementation  of  the  model  proposed  in  this  document  does  NOT  require  any  changes  in  State 
or  federal  law,  although  certain  federal  waivers  and  other  approvals  will  be  required. 

The  mainstream  plan  will  in  all  cases  be  an  HMO  operating  under  the  provisions  of  Section  1903(m) 
of  the  Social  Security  Act.  California  has  federal  authority  for  the  operation  of  HMOs  in  accord  with 
California's  State  Medicaid  Plan  which  has  been  approved  by  the  Health  Care  Financing  Administration 
(HCFA). 


Operations  of  the  local  initiative  may  be  either  an  HMO,  in  which  case  its  operations  are  also 
authorized  by  the  State  Medicaid  Plan,  or  an  HIO.  Should  the  local  initiative  choose  to  operate  as  an  HIO, 
the  State  may  need  to  amend  its  current  State  Medicaid  Plan  accordingly.  Whether  the  local  initiative 
operates  as  an  HMO  or  as  an  HIO,  the  State  may  be  required  to  obtain  advance  federal  approval  for 
awarding  the  local  initiative  contract  on  a  sole  source  basis.  This  waiver  has  been  granted  in  the  past  and 
the  Department  is  confident  that  approval  will  be  given  for  the  two-plan  model. 

The  Secretary  of  Health  and  Human  Services  has  authority  under  Section  1915(b)  of  the  Social 
Security  Act  to  grant  states  waivers  of  specific  Social  Security  Act  provisions  relating  to  the  manner  in  which 
a  state  operates  its  Medicaid  program.  Several  waivers  will  be  needed  to  implement  the  program  proposed 
in  this  Plan.  For  example,  since  the  State  intends  to  require  beneficiaries  to  obtain  Medi-Cal  services  from 
one  of  the  two  plans  in  each  region,  the  Department  will  need  to  seek  a  freedom  of  choice  waiver.  In  order 
to  protect  the  plans’  flexibility  in  arranging  and  paying  for  services  differently  from  the  manner  employed 
under  FFS,  the  State  may  also  need  to  seek  an  "institutional  payments"  waiver.  Since  State  approval  of  local 
initiative  contracts  will  result  in  services  being  delivered  in  a  manner  substantially  different  from  that  called 
for  under  the  State  Medicaid  Plan,  the  State  will  be  required  to  obtain  a  "statewideness"  waiver,  and  may 
also  need  to  obtain  a  "comparability  of  services"  waiver.  Plans  must  recognize  that  Medicaid  waiver  requests 
require  substantial  documentation,  and  that  they  must  comply  with  all  State  requests  for  data  necessary  to 
support  any  waiver  requests  made  of  HCFA. 

Some  of  the  comments  received  by  the  Department  in  response  to  the  Draft  of  the  Strategic  Plan 
suggested  that  development  of  local  plans  should  not  commence  until  after  all  necessary  federal  waivers 
had  been  received.  The  Department  does  not  intend  to  adopt  this  suggestion  for  the  following  reasons: 

o  Since  waiver  requests  submitted  to  HCFA  must  contain  detailed  descriptions  of  such  matters  as 
areas  served,  governance  structures,  quality  assurance  plans  etc.,  it  is  not  possible  to  provide 
complete  waiver  information  until  a  number  of  fundamental  decisions  have  been  made  at  the  local 
level  and  a  substantial  amount  of  planning  has  been  completed. 

o  Waiver  requests  must  include  realistic  cost  projections  based  on  data  which  is  current  at  the  time 
the  waiver  is  acted  upon.  The  Department  cannot  develop  such  projections  with  the  data  available. 
The  necessary  data  will  be  available  in  sufficient  time  for  the  Department  to  submit  waivers  in  July 
1994. 

o  No  waiver  necessitated  by  this  Plan  constitutes  a  novel  approach  to  the  delivery  of  Medicaid 
benefits.  The  Department  has  experience  in  successfully  obtaining  all  of  the  waivers  contemplated 
under  this  Plan,  and  HCFA  has  granted  many  similar  waivers  throughout  the  country.  Consequently, 
there  is  every  reasonable  expectation  that  the  waivers  required  by  this  Plan  will  be  expeditiously 
approved. 

Consistent  with  this  approach,  the  waivers  for  the  three  new  COHSs  and  the  Sacramento  GMC  will 
be  submitted  within  the  next  two  months.  The  Department  has  worked  closely  with  HCFA  staff  in  the 


Expanding  Medi-Cal  Managed  Care 


Page  74 


development  of  the  plans  for  these  projects,  and  will  follow  the  same  approach  throughout  the 
implementation  period  for  the  two-plan  model.  HCFA  staff  have  assured  us  of  their  intent  to  provide 
continuing  cooperation. 

The  Department  has  sought  and  received  federal  approval  to  implement  a  minimum  enrollment 
period  for  beneficiaries  in  federally  qualified  HMOs.  The  State  is  also  seeking  this  authority  for  PCCMs.  As 
of  the  present,  no  federal  statutory  authority  exists  that  would  authorize  HCFA  to  approve  minimum 
enrollment  periods  in  any  plan  operated  by  the  State  other  than  a  federally  qualified  HMO,  or  a  PCCM. 
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CHAPTER  16.  IMPLEMENTING  REGULATIONS 

This  Plan  for  the  expansion  of  Medi-Cal  managed  care  is  a  planning  document,  as  well  as  a 
description  of  past  and  current  Departmental  managed  care  activities.  This  Plan  describes  the  intent  of  the 
Department  to  engage  in  future  activities  and  specifies  the  terms  and  conditions  for  managed  care  plans’ 
participation  in  the  Medi-Cal  program.  It  is  intended  to  assist  the  public  and  specific  interested  communities 
in  planning  for  the  implementation  of  Medi-Cal  managed  care  in  the  designated  areas.  This  Strategic  Plan 
is  neither  intended  to  be,  nor  will  it  be  used  as  a  substitute  for  formal  rulemaking  procedures. 

Because  California’s  current  environment  is  one  which  warrants  prudent  fiscal  management  conjoined 
with  program  improvement  strategies,  the  Department  has  been  given  legislative  authority  to  implement 
emergency  regulations  to  execute  this  Plan.  The  Department  has  sought  and  received  public  input  during 
the  pre-rulemaking  phase  of  this  process  through  the  vehicle  of  the  five  forums  for  public  discussion  of  the 
draft  Strategic  Plan  and  the  written  comments  received.  The  Department  believes  that  the  development  of 
the  emergency  regulations  has  been  affected  positively  by  its  review  and  analysis  of  the  diverse  input  from 
affected  and  other  interested  parties  who  were  involved  in  this  strategic  planning  process. 

Historically,  the  Department  has  operated  its  Medi-Cal  managed  care  contracting  program  through 
a  mix  of  specific  legislation,  regulations,  and  contractual  requirements  agreed  to  by  managed  care  plans. 
Through  the  years,  the  Department’s  administration  of  the  managed  care  program  has  successfully  relied 
upon  these  contractual  provisions  as  a  legally  binding  means  of  enforcing  State  quality  of  care,  fiscal,  and 
other  program  requirements.  Accordingly,  comprehensive  regulations  were  not,  and  are  not  deemed 
necessary  for  every  component  of  the  program. 

Department  staff  have  been  developing  regulations  to  implement  various  provisions  of  AB  336  and 
SB  485.  These  regulations  should  be  completed  and  ready  for  release  within  the  next  several  months.  The 
Department  intends  to  exercise  its  authority  to  enact  them  as  emergency  regulations. 

The  Department  intends  to  file  necessary  emergency  regulations  by  May  15,  1993,  to  implement  the 
priorities  for  managed  care  plan  enrollment  (See  Chapter  11)  that  will  replace  the  managed  care  moratorium 
during  the  transition  period.  The  Department  intends  to  develop  any  other  regulations  necessary  to 
implement  the  specific  provisions  of  this  Plan  as  appropriate  on  a  flow  basis.  The  Department  intends  to 
have  all  regulations  deemed  necessary  for  operation  of  the  two-plan  model  in  place  before  plans  are 
authorized  to  begin  enrolling  beneficiaries  in  the  designated  regions. 
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CONCLUSION 


This  Plan  represents  a  blueprint  for  the  expansion  of  the  Medi-Cal  Managed  Care  Program.  As  such, 
it  defines  the  framework  within  which  the  Department  will  be  working  to  achieve  this  expansion.  As  described 
in  this  Plan,  many  steps  remain  to  be  taken.  Some  steps  involve  the  Department  alone.  Other  steps  require 
the  Department  to  work  in  concert  with  other  governmental  agencies  (local,  State,  and  federal),  and  with 
other  interested  parties.  The  Department  envisions  these  future  steps  as  a  truly  collaborative  effort.  We  know 
from  our  recent  experience  in  crafting  this  Plan,  there  is  valuable  input  available  from  those  who  will  be 
affected  by  or  will  be  participants  in  the  expansion  effort.  Our  process  for  expansion  is  designed  to  solicit 
this  input. 

The  Department  will  now  begin  working  on  the  key  activities  identified  in  this  Plan  which  must  be 
undertaken  as  part  of  the  initial  expansion  process.  These  activities  include  developing  regulations  and 
planning  technical  assistance  activities. 

In  addition  to  the  technical  assistance  already  described  in  Chapter  14,  the  Department  has 
reorganized  its  Medi-Cal  Managed  Care  Division  to  facilitate  its  managed  care  expansion  activities.  The 
expansion  activities  called  for  in  the  Plan  are  now  centered  in  the  Managed  Care  Expansion  Branch.  Within 
that  Branch,  several  sections  have  been  established  with  the  specific  intent  of  assisting  counties  and 
mainstream  plans  in  the  development  of  their  proposals. 

Managed  Care  Expansion  Branch  staff  will  be  organized  into  teams  that  will  provide  technical 
assistance  necessary  to  specific  regions  throughout  the  developmental  phases  described  in  the  Plan.  Each 
region  will  be  assigned  a  project  leader  who  will  be  the  primary  contact  for  arranging  technical  assistance 
or  other  activities  relating  to  implementation  of  the  two-plan  model.  Project  leader  assignments  to  respective 
regions  will  be  made  within  two  weeks  after  the  Plan  is  released  to  assure  counties  and  mainstream  plans 
a  contact  point  within  the  Department. 

To  assist  in  implementation  of  the  managed  care  expansion  described  in  this  Plan,  the  Department 
will  form  a  Medi-Cal  Managed  Care  Implementation  Workgroup,  comprised  of  executive  level  staff  within  the 
Department,  local  stakeholders,  potential  contractors,  and  others  involved  in  this  transition.  The  purpose 
of  this  Workgroup  will  be  to  help  in  resolving  any  potential  implementation  roadblocks  that  may  occur  over 
the  next  several  years,  and  to  assist  the  Department  to  further  refine  some  of  the  more  technical  aspects 
of  managed  care  expansion,  including  quality  assurance  monitoring,  management  information  systems,  and 
data  reporting.  It  is  the  Department’s  hope  that  this  Workgroup  will  provide  a  forum  for  communicating 
concerns  and  resolving  issues  of  importance  to  the  State,  potential  contractors,  and  Medi-Cal  beneficiaries. 

Finally,  for  those  who  are  affected  by  the  expansion  of  Medi-Cal  managed  care,  the  Department 
intends  to  convene  monthly  sessions  with  interested  parties  to  discuss  the  status  of  expansion  efforts  and 
receive  input  from  those  who  wish  to  provide  it.  We  hope  that  this  process  will  allow  for  the  ongoing 
exchange  of  information  as  we  continue  our  managed  care  expansion  efforts. 
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APPENDIX  A 


Guidelines  for  Appropriate  Treatment  and  Transfer  of 
Managed  Care  Plan  Members  Requiring  Emergency  Medical  Care 


GUIDELINES  FOR  APPROPRIATE  TREATMENT  AND  TRANSFER  OF  MANAGED 
CARE  PLAN  MEMBERS  REQUIRING  EMERGENCY  MEDICAL  CARE 


Final  Text  Adopted  July  1990 

California  Task  Force  on  Emergency  Care  for  Managed  Care  Plan  Members 

Stephen  J.  Groth,  M.D.,  FACEP,  Chairman 
Sponsoring  Organizations: 

California  Chapter,  American  College  of  Emergency  Physicians 
California  Association  of  Hospitals  and  Health  Systems 
California  Medical  Association 
California  Association  of  Health  Maintenance  Organizations 
Kaiser  Foundation  Health  Plan 
Family  Health  Plan  (FHP) 

Blue  Shield  of  California 
Bay  Pacific  Health  Plan 
Maxi  care 
CIGNA 


Preamble 


This  document  outlines  voluntary  guidelines  developed  by 
the  sponsoring  organizations  for  the  appropnate  handling  of 
cases  in  which  Managed  Care  Plan  (MCP)  subscribers  present 
themselves  for  emergency  medical  screening  and  care  at 
hospitals  or  climes  not  affiliated  contractually  with  their  MCP. 
These  organizations  believe  statewide  guidelines  on  appropriate 
treatment  and  transfer  for  patients  covered  by  managed  care 
plans  will  benefit  patients,  payors  and  providers. 

The  organizations  participating  in  this  process  recognized 
that  when  MCP  enrolles  present  themselves  at  "non-plan" 
facilities,  significant  questions  arise  concerning  the  extent  to 
which  physicians  should  treat  the  enrolled  without  authorization 
from  the  MCP;  conditions  for  appropriate  transfer  of  the  enrolled 
to  a  hospital  affiliated  with  the  MCP;  compliance  with  state 
and  federal  laws  governing  patient  transfers  and  the  operation 
of  health  maintenance  organizations  or  other  MCPs;  and 
reimbursement  to  the  non-MCP  hospital  and  its  emergency 
physicians  for  rendering  emergency  medical  care. 

Attempting  to  mitigate  these  potential  problems  through 
mutually  acceptable  methods,  the  sponsoring  organizations 
created  a  Task  Force  compnsed  of  representatives  of  each 
organization  as  well  as  many  of  the  largest  MCPs  operating  in 
California.  The  goal  of  the  Task  Force  was  to  develop  voluntary 
guidelines,  which  the  parties  have  agreed  to  recommend 
implementing  for  a  penod  of  one  year,  after  which  a  review  will 
be  conducted. 

,  These  voluntary  guidelines  are  presented  in  two  broad 
categories,  "Medical  Considerations"  and  "Financial  and 
Administrative  Considerations." 

I.  MEDICAL  CONSIDERATIONS 

A  Definitions  of  "Emergency  Medical  Condition"  and  Related 

Topics :  The  parties  recogmze  that  a  central  issue  in 
determining  appropriate  treatment  and  transfer  of  MCP 
subscribers  is  the  definition  of  "emergency  medical  condition" 
and  the  ability  of  all  parties  to  work  cooperatively  under  the 
same  definition.  It  is  recognized  that  hospitals,  physicians  and 
MCPs  may  have  duties  to  comply  with  various  definitions  of 
"emergency",  due  in  part  to  the  overlapping  applicability  of  state 
and  federal  statutes,  position  statements  adopted  by 
professional  associations,  or  an  MCP’s  own  definition  that  has 
been  delineated  to  its  subscribers  and  contracted  providers. 
Concomitantly  the  parties  recognize  that  the  existence  of  a 
medical  emergency  may  not  equate  to  MCP  coverage  of 
emergency  medical  care  in  a  given  facility. 

The  following  definition  of  "emergency  medical  condition" 
and  definitions  of  other  pertinent  aspects  of  emergency  care 
were  accepted.  The  definition  of  “emergency  medical  condition" 
is  a  "hybnd"  of  the  federal  requirements  pertaining  to  patient 
transfers  under  the  Consolidated  Omnibus  Budget  Reconciliation 
Act  of  1985  (COBRA),  and  the  California  Health  and  Safety  Code 


requirements  on  the  topic  enacted  through  the  passage  in  1987 
of  Assembly  Bill  214  and  Senate  Bill  12. 

(1)  The  term  "emergency  medical  condition"  means  a 
medical  condition  mamfestmg  itself  by  acute  symptoms  of 
sufficient  seventy  (includmg  severe  pam)  such  that  the  absence 
of  immediate  medical  attention  could  reasonably  be  expected 
to  result  m:  (A)  placmg  the  patient's  health  m  serious  jeopardy; 
(B)  senous  impairment  to  bodily  functions,  or  (C)  senous 
dysfunction  of  any  bodily  organ  or  part. 

(2)  The  term  "active  labor"  means  labor  at  a  time  at  which: 
(A)  delivery  is  imminent;  (B)  there  is  madequate  time  to  effect 
safe  transfer  to  another  hospital  pnor  to  delivery,  or  (C)  a 
transfer  may  pose  a  threat  to  the  health  and  safety  of  the 
patient  or  the  unbom  child. 

(3)  "Hospital"  means  all  hospitals  with  an  emergency 
department  hcensed  by  the  State  Department  of  Health 
Services. 

(4)  The  term  "to  stabihze"  means,  with  respect  to  an 
emergency  medical  condition,  to  provide  such  medical  treatment 
of  the  condition  as  may  be  necessary  to  assure,  withm 
reasonable  medical  probabihty,  that  no  material  detenoration  of 
the  condition  is  likely  to  result  from  the  transfer  of  the 
individual  from  a  facility. 

(5)  The  term  “ transfer "  means  the  movement  between 
health  care  facilities  of  a  patient  at  the  direction  of  any  person 
employed  by  (or  a ffUiated  or  associated,  directly  or  mdirectly, 
with)  the  hospital,  but  does  not  mclude  such  a  movement  of  a 
patient  who  (a)  has  been  declared  dead,  or  (b)  leaves  the 
facihty  without  the  permission  of  any  such  person. 

(6)  "Consultation"  means  the  rendermg  of  a  opuuon,  advice 
or  prescribing  treatment  by  telephone  and,  when  determmed  to 
be  medically  necessary  jointly  by  the  emergency  and  on-call 
specialty  physicians,  includes  review  of  the  patient's  medical 
record,  examination,  and  treatment  of  the  patient  in  person  by 
a  specialty  physician  who  is  qualified  to  give  an  opinion  or 
render  the  necessary  treatment  in  order  to  stabihze  the  patient. 

(7)  "Withm  the  capabihty  of  the  facihty"  means  capabihties 
which  the  hospital  is  required  to  have  as  a  condition  of  its 
emergency  medical  services  permit. 

B.  Appropriate  Use  of  and  Access  to  Emergency  Medical 
Services 

(1)  MCPs  agree  to  engage  in  good-faith  efforts  to  educate 
and  inform  their  subscribers  about  the  most  appropriate 
utilization  of  emergency  medical  services  according  to  the 
particular  circumstances  of  the  emergency. 

(2)  MCPs  agree  to  include  in  their  Explanation  of  Benefits 
or  other  subscriber  information  matenals  any  recommended 
courses  of  action  for  the  subscriber  to  follow  in  the  event  of  any 
emergency. 

(3)  The  recommendations  presented  to  subscribers  should 


distinguish  between  emergencies  and  urgent  but  non  emergency 
conditions,  with  advice  on  handling  either. 

(4)  MCPs  should  inform  their  subscribers  about 
circumstances  in  which  it  may  be  appropriate  to  activate  the 
local  Emergency  Medical  Services  network  and  receive  prompt 
care  from  licensed  emergency  medical  technicians. 

(5)  MCPs  should  incorporate  into  their  education  materials 
a  description  of  the  conditions  under  which  the  subscriber  may 
be  asked  to  pay  the  billed  charges  for  visits  to  an  emergency 
department.  Generally,  these  conditions  would  result  from 
receiving  care  at  a  hospital  not  affiliated  with  the  MCP  and  for 
which  the  MCP  benefits  do  not  cover  part  or  all  of  the  billed 
amount. 

C.  Patient  Transfer  Requirements 

(1)  Hospitals,  MCPs  and  physicians  agree  to  comply  with 
federal  and  state  statutes  regulating  the  transfer  of  patients. 
These  Guidelines  are  not  intended  to  alter  any  existing  legal 
requirements  pertinent  to  patient  transfers. 

(2)  Transferring  stabilized  subscribers  to  MCP  hospitals  will 
commence  when  the  transferring  physician  and  the  receiving 
physician  are  jointly  satisfied  that  continmty  of  appropnate  care 
is  assured. 

(3)  In  the  event  that  the  emergency  physician  at  the 
transferring  hospital  believes  that  the  delay  incurred  by 
transferring  the  subscriber  to  an  MCP  hospital  could  result  in 
an  adverse  medical  outcome,  in  accordance  with  the  law  that 
physician  should  not  authorize  the  transfer. 

(4)  MCPs  agree  to  include  in  their  subscriber  information 
materials  a  descnption  of  the  possible  scenario  in  which 
subscribers  might  be  transferred  to  an  MCP  hospital,  explaining 
that  such  transfers  would  occur  because  of  stated  provisions  in 
their  contract  benefits.  Stabilized  patients  who  refuse  to  be 
transferred  should  be  advised  that  they  may  be  liable  for  the 
charges  made  by  the  non-MCP  hospital  and  physicians. 

(5)  When  mutually  agreed  upon  by  the  MCP  representative 
and  the  emergency  physician  that  necessary  care  is  not 
available  at  the  MCP  hospital,  MCPs  agree  to  be  financially 
responsible  for  the  admission  and  continuing  care  of  the  eligible 
subscnber  until  such  time  that  the  patient  can  receive 
appropnate  care  from  a  plan  provider. 

D.  Medical  Screening  Examination 

(1)  Given  the  statutory  responsibilities  of  emergency 
physicians  and  hospitals  to  provide  a  medical  screening 
examination  to  all  persons  seeking  emergency  medical  services, 
MCPs  agree  to  regard  this  kind  of  examination  as  a  professional 
medical  service  warranting  reasonable  payment.  In  cases  where 
an  emergency  screening  exam  is  not  found  reimbursable  under 
the  plan  guidelines,  the  MCP  may  assist  or  facilitate  direct 
payment  from  the  subscriber  to  the  non- plan  physician  and/or 
the  non-plan  hospital.  Billings  for  Emergency  Department 
Services  shall  be  billed  under  applicable  CPT  procedure  codes. 

(2)  In  performing  a  medical  screening  exam,  emergency 
personnel  should  provide  only  that  evaluation  that  is  necessary 
to  decide  whether  the  patient  may  be  safely  referred  to  the 
MCP  for  further  evaluation  or  care,  or  discharged  to  home,  or 
admitted  because  the  patient's  condition  is  unstable.  At  that 
point,  if  further  care  appears  advisable,  communication  between 
the  emergency  personnel  and  the  MCP  should  occur. 

(3)  When  an  emergency  patient's  condition  is  stable, 
emergency  physicians  agree  to  give  priority  to  an  appropriate 
transfer  to  an  MCP  hospital  rather  than  pursuing  additional 
medical  procedures  or  diagnostic  tests. 

(4)  Essential  emergency  services  that  are  components  of  a 
medical  screening  exam  should  be  provided  to  those  patients 
meeting  the  referenced  definitions  of  "emergency  medical 
conditions." 

E.  On-Call  Consultations  and  Medical  Staff  Issues 

(1)  MCPs  agree  to  pay  the  reasonable  charges  for  covered 
services  of  on-call  physician  specialists  whose  expertise  and 
consultation  have  been  appropriately  solicited  by  an  emergency 
physician. 

(2)  When  available,  plan-affiliated  specialists  should  be 
utilized  for  all  consultative  services. 


(3)  Consultative  services  will  be  mutually  agreed  upon  by 
the  emergency  personnel  and  the  MCP,  except  in  circumstances 
where  time  delays  may  jeopardize  quality  of  patient  care. 

F.  Review  of  Emergency  Department  Records 

(1)  MCPs,  hospitals  and  emergency  physicians  agree  that 
the  rotrospoctivo  review  of  claims  for  emergency  services 
rendered  in  non-MCP  hospitals  should  be  based  on  all  the 
presenting  circumstances,  not  just  the  final  diagnosis. 

(2)  The  parties  agree  that  for  patients  seen  in  an 
emergency  department,  a  review  of  the  Emergency  Department 
record  may  prove  necessary  to  determine  MCP  coverage.  A 
release-of-information  authorization  should  be  obtained  upon 
admission  to  the  Emergency  Department  to  facilitate  this 
process. 

II.  FINANCIAL  AND  ADMINISTRATIVE  CONSIDERATIONS 

A  Payments 

(1)  Payments  of  MCPs  to  physicians  and  hospitals  rendering 
necessary  and  appropriate  emergency  and  related  services 
should  be  adequate,  equitable,  predictable  and  timely. 
Retroactive  denial  of  payment  should  be  minimized.  MCPs 
should  inform  their  subscribers  that  they  are  responsible  for 
medically  necessary  services  not  covered  by  the  MCP. 

(2)  Non  plan  providers  should  make  every  reasonable  effort 
to  notify  the  MCP  of  the  patient's  arrival  in  the  emergency 
department  as  soon  as  possible.  If  the  MCP  does  not  respond 
in  a  reasonable  amount  of  time,  additional  medically  necessary 
care  can  be  provided,  and  MCP  coverage,  if  any,  will  continue 
under  the  given  contract  provisions. 

(3)  MCP  payments  should  be  made  at  a  reasonable  rate  for 
the  community  established  by  the  non-MCP  providers  unless 
the  MCP  has  made  pnor  mutually-acceptable  arrangements 
otherwise.  Payments  should  be  sent  to  providers  within  45  days 
of  receipt  of  the  completed  claim.  If  a  portion  of  a  bill  is  in 
legitimate  dispute,  the  undisputed  amount  should  be  paid 
within  the  45-day  limit 

B.  Reimbursement  Authorization  Issues 

(1)  Once  a  definitive  disposition  point  such  as  admission, 
transfer  or  outpatient  follow-up  has  been  reached,  it  may  be 
appropnate  for  the  emergency  physician  or  emergency 
department  personnel  to  communicate  with  the  MCP  to 
determine  a  course  of  additional  patient  management  and 
treatment.  The  MCP  authonzation  should  be  under  the  direct 
supervision  of  a  physician  with  knowledge  and  experience  in 
the  management  of  emergency  patients,  and  should  be 
preferably  accomplished  through  one  phone  call. 

(2)  MCPs  should  respond  to  emergency  inquiries  in  an 
emergent  manner  with  a  person  qualified  to  authonze  either  the 
care  or  the  transfer  of  the  case,  or  to  pursue  other  options. 

C.  Written  Policies 

(1)  MCPs  should  distnbute  upon  request  to  non-MCP 
hospitals  in  their  service  area  their  policies  covering  the  issues 
discussed  in  these  Guidelines. 

(2)  MCPs  should  develop  or  maintain  a  mechanism  for 
handling  exceptions  to  their  existing  policies  in  this  regard. 

D.  Cooperation 

(1)  The  sponsoring  organizations  believe  that  MCPs  and 
non-MCP  providers  must  be  committed  to  the  spirit  of  these 
guidelines  and  to  working  with  one  another.  Professional, 
courteous  consideration  of  each  party's  interests  is  essential. 
Dialogue  to  resolve  policy  differences  should  bo  encouraged. 

(2)  Cooperation,  good  will,  promotion  of  the  patients' 
interests  and  respect  for  the  incentives  of  the  MCPs  will 
improve  relationships,  quality  of  care  and  the  financial  stability 
of  all  parties. 
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INTRODUCTION 


Pu  rpose 

The  Department  of  Health  Services  (DHS)  has  committed  to  a  rapid, 
large-scale  expansion  of  managed  care  within  the  Medi-Cal  Program 
to  enhance  health  care  quality,  improve  access,  and  control  costs. 

This  effort  was  described  in  a  recently  released  draft  document, 
"Protecting  Vulnerable  Populations:  California's  Strategic  Plan  for  the 
Transition  of  Medi-Cal  to  Managed  Care"  (California  Department  of 
Health  Services;  January  13,  1993).  The  strategic  plan  alluded  to 
preventive  services  as  an  important  component  of  managed  care  that 
needed  additional  development  prior  to  implementation.  A  general 
background  paper  on  preventive  services  in  managed  care  was 
prepared  earlier  by  Departmental  staff  ("The  Integration  of 
Preventive  Services  into  Managed  Care";  California  Department  of 
Health  Services;  November  29,  1992).  This  document,  though,  has  a 
narrower  focus--namely,  it  is  a  proposal  by  the  Department's 
Preventive  Services  Work  Group  for  a  set  of  core  clinical  preventive 
services,  appropriate  for  the  Medi-Cal  managed  care  program.  Core 
clinical  preventive  services  are  those  that  are  appropriate  for 
asymptomatic  individuals  without  special  (biological,  behavioral,  or 
environmental)  risk  factors  and  are  delivered  in  the  context  of 
clinical  practice  as  opposed  to  population-based  prevention  programs 
which  are  delivered  by  public  health  and  related  agencies. 

This  paper  deals  primarily  with  policy.  It  is  recognized  that  follow¬ 
up  work  will  have  to  detail  specific  requirements  for  implementation 
such  as  the  development  of  contract  language  and  other  operational 
issues.  Also,  subsequent  documents  will  address  other  populations, 
including  persons  with  attendant  disease  risk  factors,  and  will 
examine  other  issues  such  as  the  delivery  of  specialized  preventive 
services  and  the  linkage  between  clinical  and  population-based 
preventive  services. 

Current  State  of  Knowledge 

The  area  of  preventive  services  is  in  a  period  of  rapid  evolution  with 
numerous  efforts  aimed  at  defining  appropriate  lists  or  packages  of 
services.  For  example,  recommendations  have  been  made  by 
professional  groups,  several  governmental  bodies,  voluntary 
agencies,  health  care  organizations,  and  individual  practitioners 
(Hayward  et  al.).  In  addition,  research  on  which  such 
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recommendations  are  based  continues  to  expand,  particularly  in 
areas  related  to  cost-effectiveness  and  outcomes. 

This  paper  is  based  on  current  recommendations  and  research  in  the 
area  of  preventive  services.  It  outlines  a  set  of  core  preventive 
services  which  are  appropriate  for  the  Medi-Cal  managed  care 
setting.  Therefore,  the  recommendations  proposed  in  this  paper  are 
not  only  subject  to  change  in  response  to  new  research  findings  and 
policy  directions,  they  should  be  re-examined  on  a  regular  basis  and 
modified  in  response  to  such  developments. 


ADULT  PREVENTIVE  SERVICES 
Principles  Guiding  Recommendations 

Population  Burden.  Population  burden  of  a  disease  or  condition  can 
be  assessed  in  a  number  of  different  ways  including:  mortality  and 
morbidity  rates,  years  of  potential  life  lost  before  the  age  of  65 
(YPLL-65),  and  disability.  For  adults,  only  preventive  interventions 
targeting  serious  diseases  or  conditions  linked  to  significant 
population  burdens  were  given  consideration  in  this  initial  proposal. 

Evidence  Regarding  Efficacy.  Evidence  regarding  efficacy  was 
important  in  the  development  of  this  initial,  core  set  of  clinical 
preventive  services.  In  other  words,  the  Work  Group,  sought  for 
strong  evidence  that  the  appropriate  delivery  of  a  service  resulted  in 
improved  patient  outcomes.  The  Work  Group  favored  the  evidence- 
based  approach  to  evaluation  as  described  in  the  Guide  to  Clinical 
Preventive  Services  (see  References;  USPSTF),  a  report  of  the  U.S. 
Preventive  Services  Task  Force  (USPSTF).  In  determining  a  package 
of  core  preventive  services,  the  Work  Group  relied  heavily  on  the 
recommendations  of  the  USPSTF  and  other  groups  that  have  adopted 
a  similarly  rigorous,  and  structured  approach  to  examining  the 
scientific  literature  (Eddy).  In  addition,  for  the  Work  Group,  there 
were  other  important  considerations  (especially  in  developing 
packages  of  clinical  preventive  services  for  children  and  pregnant 
women)  such  as  current  legal  mandates,  policy  directives,  and 
professional  organizations'  standards  of  practice. 

Cost-Effectiveness.  Cost-effectiveness  data  while  considered  to  be 
very  important,  were  unavailable  for  many  preventive  services  that 
were  examined.  However,  blood  pressure,  serum  cholesterol,  and 
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mammography  with  clinical  breast  examination,  are  some  of  the 
services  that  are  recommended  based  on  rigorous  cost-effectiveness 
evaluations  (Eddy).  For  cost  data,  the  Work  Group  relied  heavily  on  a 
draft  report  performed  by  the  Actuarial  Research  Corporation  for  the 
Office  of  Disease  Prevention  and  Health  Promotion,  US  Public  Health 
Service  (see  references). 

Acceptability .  Preventive  services  such  as  screening  are  of  no  value 
if  patients  and  clients  find  them  to  be  undesirable.  Patient 
acceptability  is  particularly  important  since  many  preventive 
services  are  only  beneficial  if  they  are  done  repeatedly  at  regular 
intervals,  perhaps  for  a  lifetime.  Similarly,  if  physicians  and  other 
providers  of  primary  care  are  strongly  opposed  to  a  preventive 
intervention,  it  isn't  likely  to  be  delivered,  and  thus,  is  not  likely  to 
be  beneficial  to  the  target  population.  Acceptability  of  the 
preventive  service  to  recipients  and  providers  of  health  care, 
therefore,  was  considered  an  important  criterion  by  the  Work  Group. 

Tailoring  to  the  Individual.  The  recommendations  in  this  paper  are 
meant  to  define  a  core  set  of  preventive  services  that  should  be 
provided  to  all  asymptomatic,  healthy  persons.  This  is  not  an 
inclusive  list  of  all  appropriate  preventive  services.  Rather,  it  is  an 
attempt  to  define  a  package  of  preventive  services  which  are 
effective,  acceptable  to  patients  and  providers,  and  generally 
underutilized.  The  presence  of  risk  factors  in  individual  patients  will 
affect  the  type  and  quantity  of  preventive  services  that  may  be 
appropriate.  Risk  factors  can  be  biological  (e.g.  elevated  cholesterol; 
hypertension;  adverse  genetic  predisposition),  behavioral  (e.g. 
history  of  drug  or  alcohol  abuse),  or  environmental  (e.g.  living  in 
substandard  housing).  A  given  patient,  for  example,  may  need 
additional  services  or  core  services  at  more  frequent  intervals. 
Nevertheless,  this  core  set  of  services  is  a  crucial  starting  point  in 
optimizing  preventive  care  for  the  Medi-Cal  population.  Other 
services  will  be  examined  and  added  as  appropriate. 

The  following  recommendations  are  adapted  from  the  USPSTF  report. 
A  previous  Departmental  issue  memorandum,  "The  Integration  of 
Preventive  Services  into  Managed  Care,"  describes  the  rationale  for 
why  many  current  guideline  development  efforts  regarding 
preventive  services  have  borrowed  heavily  from  the  USPSTF  report. 
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Screening  Tests 


Blood  Pressure.  Blood  pressure  should  be  measured  regularly  in  all 
adults.  Current  expert  opinion  is  that  persons  thought  to  be 
normotensive  should  receive  blood  pressure  measurements  at  least 
once  every  two  years  if  their  last  diastolic  and  systolic  blood 
pressure  readings  were  below  85  mm  Hg  and  140  mm  Hg, 
respectively. 

Cholesterol .  All  patients  should  receive  periodic  counseling  regarding 
dietary  intake  of  fat  and  cholesterol.  All  adults  should  have  a 
nonfasting  total  serum  cholesterol  (TC)  measurement.  According  to 
expert  opinion,  a  TC  should  be  performed  every  five  years  in  persons 
without  a  known  history  of  elevated  cholesterol. 

Clinical  Breast  Examination.  All  women  over  age  40  should  receive 
an  annual  clinical  breast  examination. 

Mammogram .  Mammography  every  one  to  two  years  is 
recommended  for  all  women  beginning  by  age  50  and  concluding  at 
approximately  age  75  unless  pathology  has  been  detected. 

Pap  Smear.  Regular  Papanicolaou  (Pap)  tests  are  recommended  for 
all  women  who  are  or  have  been  sexually  active.  Testing  should 
begin  at  the  age  when  the  woman  first  engages  in  sexual  intercourse. 
Pap  tests  are  appropriately  performed  every  one  to  three  years, 
depending  on  the  presence  or  absence  of  risk  factors.  Pap  smears 
may  be  discontinued  age  age  65,  but  only  if  the  physician  can 
document  previous  Pap  screening  in  which  smears  have  been 
consistently  normal. 

Height  and  Weight.  The  height  and  weight  of  all  adults  should  be 
routinely  measured  and  evaluated  using  a  table  of  desirable  weights 
(e.g.  Metropolitan  Life  Insurance  Company  Table)  or  a  body  mass 
index  (body  weight  in  kilograms  divided  by  the  square  of  height  in 
meters)  above  27.8  in  men  or  27.3  in  women  as  a  basis  for  further 
intervention. 

Rubella.  Serologic  testing  for  rubella  antibodies  should  be  performed 
at  the  first  clinical  encounter  with  pregnant  and  nonpregnant  women 
of  childbearing  age  lacking  evidence  of  immunity  (proof  of 
vaccination  after  the  first  birthday  or  laboratory  evidence  of 
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immunity).  Nonpregnant  women  who  lack  immunity  should  be 
vaccinated. 

Counseling  Interventions 

Tobacco.  A  complete  history  of  tobacco  use  should  be  obtained  on  all 
adult  patients.  Smoking  cessation  counseling  should  be  offered  on  a 
regular  basis  to  all  patients  who  smoke  cigarettes,  pipes,  or  cigars,  or 
use  smokeless  tobacco.  Certain  strategies  can  increase  the 
effectiveness  of  counseling  regarding  tobacco  use:  direct,  face-to- 
face  advice  and  suggestions  (e.g.  setting  of  a  "quit  date");  scheduled 
follow-up  and  reinforcement;  use  of  self-help  materials;  referral  to 
community  programs;  and  drug  therapy. 

Exercise.  Clinicians  should  provide  all  patients  with  information  on 
the  role  of  physical  activity  in  disease  prevention  and  assist  in 
selecting  an  appropriate  type  of  exercise.  Patients  should  receive  a 
diet  and  exercise  prescription  designed  to  achieve  and  maintain  a 
desirable  weight  by  keeping  caloric  intake  balanced  with  energy 
expenditures. 

Nutrition.  Clinicians  should  provide  periodic  counseling  regarding 
dietary  intake  of  calories,  fat  (especially  saturated  fat),  cholesterol, 
complex  carbohydrates  and  fiber,  and  sodium.  As  stated  above, 
patients  should  receive  a  diet  and  exercise  prescription  designed  to 
achieve  and  maintain  a  desirable  weight  by  keeping  caloric  intake 
balanced  with  energy  expenditures.  Women  should  receive 
counseling  on  methods  to  ensure  adequate  calcium  and  iron  intake. 
Clinicians  who  lack  the  time  or  skills  to  perform  nutritional 
assessment  and  counseling  should  use  other  trained  providers  in  the 
office  or  refer  to  qualified  professionals  such  as  registered  dieticians. 

Injury  Prevention.  Clinicians  should  regularly  urge  their  patients  to 
use  safety  belts  whenever  driving  or  riding  in  an  automobile. 
Operators  of  vehicles  carrying  infants  and  toddlers  should  install  and 
regularly  use  federally  approved  child  safety  seats  in  accordance 
with  California  law,  the  manufacturer's  instructions,  and  the  child's 
size.  All  patients  should  be  counseled  regarding  the  dangers  of 
operating  a  motor  vehicle  while  under  the  influence  of  alcohol  or 
other  drugs,  as  well  as  on  the  risks  of  riding  in  a  vehicle  operated  by 
someone  who  is  under  the  influence  of  these  substances.  Those  who 
ride  motorcycles  or  bicycles  should  be  counseled  to  wear  a  helmet 
and  to  comply  with  California  law  regulating  helmet  use.  Patients 
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should  also  be  advised  regarding  relevant  measures  to  reduce  risk 
from  falls,  drownings,  fires,  and  firearms. 

Dental  Health.  All  patients  should  be  encouraged  to  visit  the  dentist 
on  a  regular  basis.  The  optimal  frequency  of  visits  should  be 
determined  by  the  patient's  dentist.  All  patients  should  also  be 
encouraged  to  brush  their  teeth  daily  with  a  fluoride-containing 
toothpaste.  Adults  should  be  advised  to  clean  thoroughly  between 
the  teeth  with  dental  floss  each  day. 

Alcohol  and  Drug  Use.  Clinicians  should  routinely  ask  all  adults  to 
describe  their  use  of  alcohol  and  other  drugs.  They  should  be  asked 
to  describe  the  quantity,  frequency,  and  other  characteristics  of  their 
use  of  wine,  beer,  liquor,  and  other  drugs.  Persons  for  whom  alcohol 
or  drug  misuse  is  suspected  should  be  further  evaluated  to  confirm 
or  rule  out  the  diagnosis.  Once  a  diagnosis  is  confirmed,  a  tailored 
treatment  plan  should  be  developed.  All  persons  who  use  alcohol  or 
drugs  should  be  counseled  on  health  risks  including  the  operating  of 
motor  vehicles  and  other  potentially  hazardous  activities  when 
intoxicated. 

Sexual  Health.  Clinicians  should  obtain  a  detailed  sexual  history  from 
all  adolescent  and  adult  patients,  male  and  female.  Based  on  this 
information,  the  clinician  should  provide  appropriate  counseling  on 
the  level  of  risk  for  infection  with  human  immunodeficiency  virus 
(HIV)  and  other  sexually  transmitted  diseases  and  the  patient's 
current  contraceptive  techniques.  When  indicated,  available 
alternatives  for  more  effective  prevention  of  pregnancy  and  sexually 
transmitted  diseases  should  be  discussed.. 

Imm  uni  cations 

Tetanus-Diphtheria .  All  adults  should  receive  a  Td  booster  at  least 
once  every  10  years.  The  complete  series  of  combined  tetanus- 
diphtheria  toxoids  should  be  given  to  patients  who  have  not  received 
a  primary  series. 

Pneumococcal .  Pneumococcal  vaccination  should  be  provided  at  least 
once  to  all  persons  aged  65  and  older  and  to  patients  with  selected 
medical  conditions  that  increase  the  risk  of  pneumococcal  infection. 
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Influenza.  Influenza  vaccine  should  be  administered  annually  to  all 
persons  aged  65  and  older  and  to  patients  with  selected  medical 
conditions  that  increase  the  risk  of  severe  influenza  infections. 


PREGNANCY-RELATED  PREVENTIVE  SERVICES 

Through  legislation  enacted  in  1984,  Medi-Cal  beneficiaries  are 
eligible  for  services  under  the  Department's  Comprehensive  Perinatal 
Services  Program  (CPSP).  In  the  current  Medi-Cal  Managed  Care 
Program,  however,  prepaid  health  plans  (PHPs)  are  not  required  to 
participate  in  CPSP. 

The  CPSP  requires  that  services  be  in  conformance  with  standards  of 
the  American  College  of  Obstetricians  and  Gynecologists  (ACOG)  and 
the  Institute  of  Medicine  (IOM)  Report  of  the  Public  Health  Expert 
Panel  of  the  Content  of  Prenatal  Care.  These  are  likely  to  be  viewed 
by  practitioners  as  authoritative  sources  regarding  pregnancy- 
related  preventive  services. 

In  general,  enhanced  prenatal  care  systems  can  decrease  incidence  of 
low  birth  weight  (LBW),  and  therefore  can  even  be  cost-saving.  A 
recent  study  by  the  University  of  California,  San  Francisco  (UCSF) 
found  these  benefits  in  an  analysis  of  the  OB  Access  project  (1979- 
82).  The  same  UCSF  study  found  LBW  rates  of  5.3%  for  CPSP  babies 
and  5.8%  for  Medicaid  babies  in  general.  The  difference  did  not 
reach  statistical  significance.  Subgroup  analysis  of  those  who 
received  basic  prenatal  care  did  show  statistically  significant  benefits 
for  CPSP  clients. 

Clinical  guidelines  of  ACOG  and  the  IOM  regarding  preventive 
services  that  are  referenced  by  CPSP  can  be  considered  standard 
medical  practice  and  would  be  appropriate  for  the  managed  care 
setting.  Fully  integrating  CPSP  with  the  expanded  Medi-Cal  Managed 
Care  Program,  however,  would  require  addressing  a  number  of 
complicated  issues  related  to  the  different  settings  and  plans  that 
would  be  participating.  Therefore,  this  is  an  area  left  for  additional 
discussion. 
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PEDIATRIC  PREVENTIVE  SERVICES 


The  Work  Group  recommends  using  current  Child  Health  and 
Disability  Prevention  (CHDP)  Program  Guidelines  for  pediatric 
preventive  services  in  the  Medi-Cal  Managed  Care  Program.  CHDP 
guidelines  include  the  federal  Early  Periodic  Screening,  Diagnosis  and 
Treatment  (EPSDT)  Program  guidelines  that  were  developed  with  the 
close  involvement  of  the  American  Academy  of  Pediatrics.  Thus, 
EPSDT  guidelines  are  considered  appropriate  guidelines  by  practicing 
pediatricians.  In  addition,  Medicaid  programs,  by  law,  must  follow 
EPSDT  guidelines  with  respect  to  pediatric  services.  Furthermore,  the 
CHDP  program  has  enhanced  EPSDT  guidelines  by  including  other 
preventive  services  guidelines  (e.g.  specific  areas  of  counseling)  that 
are  recommended  by  the  U.S.  Preventive  Services  Task  Force.  All 
pediatric  Medi-Cal  beneficiaries  in  the  current  managed  care 
program  are  receiving  services  per  CHDP  guidelines. 


NEED  FOR  ADDITIONAL  RECOMMENDATIONS 

The  above  recommendations  address  normal  risk  persons--i.e. 
persons  who  are  healthy  and  asymptomatic.  Many  individuals  seen 
in  clinical  settings,  however,  have  one  or  more  disease  risk  factors 
which  can  be  biological  (e.g.  elevated  cholesterol;  hypertension; 
adverse  genetic  predisposition),  behavioral  (e.g.  history  of  drug  or 
alcohol  abuse),  or  environmental  (e.g.  living  in  substandard  housing; 
assuming  of  occupational  risks).  As  mentioned  previously, 
preventive  services  should  be  tailored  to  the  individual,  including 
consideration  of  personal  risk  factors  and  medical  history. 

Additional  recommendations  to  address  services  for  high-risk 
persons  need  to  be  developed.  However,  because  of  the  complexity 
of  developing  and  evaluating  clinical  recommendations  for  those  with 
special  risk  factors,  and  the  lack  of  scientific  consensus,  the  Work 
Group  does  not  recommend,  at  this  time,  extensive  monitoring  of 
provider  performance  in  this  area. 

Because  the  area  of  preventive  services  is  so  broad,  clearly  this 
document  is  only  a  starting  point.  Not  addressed  here,  for  example, 
is  how  many  traditional  public  health  programs  such  as  family 
planning  and  population-based  health  services  will  be  integrated 
with  managed  care.  Also,  concerns  regarding  the  details  of 
implementation  (e.g.  the  need  for  professional  education  and  other 
technical  assistance)  must  be  answered  in  future  discussions. 


ONGOING  REVIEW  OF  RECOMMENDATIONS 


The  medical  literature  on  which  preventive  services  recom¬ 
mendations  are  based  is  constantly  expanding.  For  instance,  recent 
articles  on  colorectal  cancer  screening  have  challenged  the 
appropriateness  of  current  clinical  guidelines  and  practice  (Ahlquist 
et  al.;  Selby;  Ransohoff  et  al.).  As  another  example,  there  is 
substantial  evidence  that  daily  folic  acid  consumption  will  reduce  the 
incidence  of  congenital  neural  tube  defects  (Centers  for  Disease 
Control).  The  details  of  a  public  health  strategy,  however,  to  enable 
all  women  of  childbearing  age  consume  adequate  folate  are  not 
agreed  upon.  Thus,  as  new  evidence  becomes  available,  existing 
recommendations  must  be  modified,  dropped,  or  reaffirmed,  and 
additional  ones  added  when  appropriate.  This  type  of  updating  could 
be  done  using  policy  letters  as  is  currently  practiced  by  the  CHDP  and 
current  Medi-Cal  Managed  Care  programs.  The  Preventive  Services 
Work  Group  will  continue  meeting  on  a  regular  basis  to  address  these 
issues.  Broader  input  from  health  care  providers,  professional 
groups,  local  health  departments,  voluntary  agencies,  and  other 
health-related  constituencies  should  be  sought  regarding  the 
Department's  efforts  in  preventive  services.  In  addition,  it  will  be 
important  for  the  Department  to  actively  monitor  and  participate  in 
other  current  efforts,  both  governmental  and  private  sector,  to  define 
appropriate  preventive  services  and  methods  to  improve  their 
delivery. 


DATA  REQUIREMENTS 

The  main  process  variables  of  interest  are:  (1)  the  proportion  of 
patients  in  a  plan  that  receive  a  particular  recommended  preventive 
service;  (2)  the  proportion  of  patients  seen  by  a  plan  that  receive  a 
given  recommended  preventive  service;  and  (3)  variables  measuring 
the  quality  of  service  that  is  delivered.  Currently,  in  the  fee-for- 
service  Medi-Cal  program,  many  recommended  preventive  services 
are  already  reported  by  billing  code  for  each  encounter.  Counseling 
services,  such  as  smoking  cessation,  however,  do  not  have  billing 
codes.  To  collect  process  variables  (1)  and  (2)  in  the  managed  care 
setting,  all  recommended  preventive  services  should  have  billing 
codes,  with  reporting  that  can  be  linked  to  individual  patients 
(encounter  specific)  rather  than  reporting  in  aggregate  form.  This 


type  of  data  collection,  however,  needs  to  be  coordinated  with 
respect  to  multiple  state  and  contractor  needs,  should  be  manageable 
and  affordable,  and  must  take  into  account  linkages  with  other  data 
bases  such  as  vital  statistics  and  hospital  discharges.  To  collect  the 
variables  in  (3),  random  sample  chart  audit  would  be  performed. 
Chart  audit  is  the  current  means  of  assessing  contractor  performance 
in  the  Medi-Cal  Managed  Care  Program. 

Outcome  variables  of  interest  would  include:  mortality,  morbidity, 
hospitalization,  and  natality  rates.  Nationwide,  there  is  little 
experience  in  using  these  kinds  of  outcome  variables  in  rigorous 
evaluation  of  medical  care  delivery  although  many  descriptive 
analyses  documenting  wide  variation  in  practice  patterns  and 
outcomes  have  been  published.  Therefore,  to  assess  the 
effectiveness  of  the  recommended  clinical  preventive  services  in 
terms  of  such  outcome  variables,  would  require  development  of 
specific  research  questions  and  a  plan,  and  would  also  necessitate 
consultation  with  recognized  experts  in  health  services  evaluation. 
Included  in  this  developmental  work  would  be  consideration  of 
technical  issues  such  as  use  of  personal  identifiers,  data  base  linkage, 
and  coordination  of  analytical  efforts.  These  efforts  could  be 
coordinated  by  the  Preventive  Services  Work  Group  or  some  other 
broader  Departmental  working  group  examining  health  services 
research  in  general. 


CONCLUSIONS 

Preventive  services  comprise  one  of  the  most,  if  not  the  most, 
important  component  of  the  health  care  system.  President  Clinton 
addressed  this  issue  in  a  recent  speech  commenting,  "In  the  health 
care  policy  our  national  task  force  is  now  developing,  nothing  will  be 
more  important  than  preventive  care"  ( The  Sacramento  Bee. 

February  13,  1993:1).  Selection  of  the  appropriate  preventive 
services,  schedules,  and  target  groups  has  proven  to  be  a  complex 
and  controversial  undertaking,  however. 

It  has  become  increasingly  clear  that  evidence  of  effectiveness  of 
both  therapeutic  and  preventive  interventions  must  be  examined 
more  critically  if  the  goal  of  high-quality  health  care  for  all  is  to  be 
achieved.  Patients,  providers,  and  society  have  limited  resources 
with  which  to  effect  good  health.  Therefore,  policy  makers,  payors, 
health  care  providers,  and  consumers  should  emphasize  those  health 


behaviors,  and  clinical  preventive  services  that  are  proven  effective 
and  of  highest  priority. 

The  list  of  preventive  services  addressed  in  this  paper  is  by  no 
means  exhaustive.  There  are  many  other  services  not  even 
mentioned  that  are  clinically  prudent  and  appropriate.  This  list, 
though,  contains  services  for  the  healthy,  asymptomatic  population 
that  studies  have  shown  to  be  effective  and  that  following  extensive 
review  by  national  experts,  have  been  judged  to  be  appropriate.  In 
addition,  according  to  many  studies,  many  of  these  services  are  not 
being  provided  to  those  in  need.  The  proposed  list  of  core 
preventive  services  closely  resembles  packages  that  have  been 
developed  by  several  health  care  groups  (Kaiser,  Bay  Area  Business 
Group  on  Health,  FHP)  and  the  federal  Office  of  Disease  Prevention 
and  Health  Promotion.  Based  on  current  scientific  knowledge, 
delivery  of  this  list  of  services  will  improve  the  health  of  the 
population  in  the  expanding  Medi-Cal  Managed  Care  program. 
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